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It’s what’s 
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nNSO 
that counts 


The “DEW DROP”... 

BS&B’s High Dewpoint Depression 
Dehydrator will give you a 
guaranteed dew point depression 
up to 140°...if you want it. 


The plain fact is, there just are no limitations to 
operational dewpoint control with the “DEW 
DROP.” 


M 
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DEW DROP makes it possible to econom- 
ically dehydrate natural gas streams at 
higher inlet temperatures without using ex- 
pensive inlet cooling. 


DEW DROP makes it possible to dehydrate 
natural gas to much lower dewpoints with- 
out utilizing expensive solid desiccant dehy- 
drators. 


DEW DROP is the result of extensive prod- 
uct research and development at BS&B’s 
own R&D facilities and all guarantees are 
backed by both laboratory and field oper- 
ational data. 


DEW DROP is the answer to your high 
dewpoint depression requirements—in fact, 
BS&B has a dehydrator for any gas dehy 
dration problem. 


Your local BS&B sales representative will be 
glad to assist you in recommending the proper 
dehydrator for your gas streams. Write BS&B, 
Dept. 1-EU4, Box 1714, Oklahoma City, Okla. 


BLACK, SIVALLS « BRYSON 


OKLAHOMA CITY 























This DEW DROP is part 
of North Central Oil 
Corporation's gas 
sweetening plant located 
on the Hokit Lease, 
Pecos County, Texas 
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§ Noel M. C Easios (left) and Thomas H. Reaies. Supt. Ammonia Plant. In 
5 background are two GMWA-10, four GMWA-8 and one GMWA-6 engine 
i driven — ssors for compression of air, natural gas, synthesis gas and 
ammonia. Armour also has two FM compressors for ammonia recirculators. 





How Cooper-Bessemer service 
helps keep the ammonia flowing 


At Armour Agricultural Chemical Co., Crystal City, backed by Cooper-Bessemer engineers in the St. Louis 

Missouri, nine Cooper-Bessemer compressors play key area and in Mt. Vernon, contributing helpful service for 

roles in the manufacture of ammonia products. Round these high-pressure operations. 

the clock, for five years, these units have given excep- Cooper-Bessemer engineers will gladly help you 

tional performance under the rigors of such problems as plan compression facilities, and demonstrate how 

handling pressures up to 9000 psi. this unique service works for your benefit. Call the 
The performance of these C-B compressors has been nearest office. 


GENERAL OFFICES: MOUNT VERNON, OHIO 


ENGINES: GAS - DIESEL - GAS-ONESEL - GAS TURBINE 
COMPRESSORS: RECIPROCATING AND CENTRIFUGAL 
{HGINE, TURBINE OR MOTOR DRIVEN 
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Members of the 
First City National 


Oil and Gas Department 


extend a special invitation 


to you to visit them 





' 


in their handsome 


new banking quarters 
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INSIDE Slant 


FOOD FOR THOUGHT 





Why does the petroleum 
industry lag so in solv- 








ing its problems? 

That question was asked 
recently in a speech by 
Gov. J. Howard Edmondson 
of Oklahoma. At the 
same time, he said the 
solution to attract 
attention in the problem 
fields is "so simple 
as to be frightening." 

To explain, he said: 

"The oil industry 
Should, through the great 











media at their hands— 
advertising—go to the 
people of the nation, in 
a way they have learned 
to accept. They are today 
aware and proud of their 
steel industry—the Bell 
Telephone Co.—the dairy 
industry—the automobile 
industry—I could go on 
and on. 

"Why? They have con- 
stantly given the facts. 

"When wages go up, 
steel goes up. The people 
accept it because they 
understand it. But if oil 
follows suit, as it must 
in such cases, we get a 
congressional investiga- 
tion—because it is a 
mystery—this thing 
called oil." 

The governor suggested 
that 5% of the companies' 
advertising budget should 
be placed in a pool that 
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would give the industry 
an institutional program 
second to none in the 
nation. 


| LA Piggy 

















Congrats and $25 for this quip to J. P. Denny, Phillips Petroleum Company, Box 1351, Odessa, Texas 
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Stick-in-the-Muds ? 


REXFORD S. BLAZER 


1 Oil & Ref 


Exploration’s Pitfalls 
M 


Oil and gas men are quick to say that Lone Star products are 
“tough, top quality and delivered fast”. Quick supply, and 
superior steel are among the reasons more and more have hnol 
switched to Lone Star API casing, tubing and line pipe. * 


Exacting quality control combined with years-ahead manufac- xploration’s ability 
turing techniques today . . . are your guarantee of API standards is needed 
in Lone Star pipe. And remember, delivery in the field is a 


matter of hours. 


Neighbor, wherever you are, specify 
Lone Star and we both get a good deal. 
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DEPT / OPINIONS 


ake News 


cars than they now manufacture. . . 
It is this surplus capacity which we 
rely on in times of emergency, just 
as the head of a family uses his sav 
ings in times of distress.” 


—Dr. CARL GATLIN 
Chairman, engineering 
department 
University of Texas 


How Not to Succeed 


“I have yet to see a man make his 
way to the upper levels by conforming 
to any precast or prefabricated mold 
I have seen many fail by following 
such a course. And I have seen far 
more fail by pursuing conventional 
approaches than I have ever seen fail 
by ignoring them.” 

CRAWFORD H. GREENEWALT 
President 
Du Pont Co 


Oil in a Straitjacket 


“In spite of the confusion com 
pounded by numerous astounding 
court decisions, Congress gives no in 
dications that remedial [natural gas] 
legislation will come along in the near 
future. Indeed, the petroleum indus 
try may find itself in the incredible 
position of fighting to maintain the 
Natural Gas Act as it stands today, 
rather than be subjected to more 
severe regulation by amendments, to oO EF _ iH B 
the act, which could put the entire 
petroleum industry in a straitjacket.” 

CHARLES E. WEBBER 


Director, natural gas 
administration 


Sun Oil Co 


Circus Schemes Lone Star pipe, a real thoroughbred, is the odds-on favorite in 
“Today's sophisticated public will the oil and gas industry. Precisely made by proud craftsmen... 

no longer buy the Barnum and Bailey Lone Star casing, tubing and line pipe meet exacting API 

schemes dreamed up by yesterday’s standards. 

press agents. People in industry today 


find that their messages to the pub Strictly a quality product...Lone Star pipe is formed from 


lic must not only be sincere and true fine steel, then fully normalized... with multiple inspections 
but must show a primary benefit to assuring long, dependable Service. Put = money on Lone 
the people and the community as Star. You can’t lose... and you gain much! 


well.” 
GeEorGE H. PRIGGEN, JR. 
General manager 


Kansas City division 
Mobil Oil Co 5 ; 
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Cameron introduced the first successful blowout 
preventer to the industry over 40 years ago. Since 
then, the control of pressures during drilling and 
workover operations has been our constant concern. 
The Type “F” Blowout Preventer is a product of 
our years of experience and continuing research and 
is now the standard of comparison for the majority 
of successful operators throughout the world. 

Available in sizes 6” (7-1/16” bore) through 20” 
(20-1/4” bore) and in working pressure ratings to 
15,000 PSI, Cameron Type “F” Blowout Preventers 


can be the most important part of your rig. 


COMPLETE 


DRILLING 


I 


Although blowout preventers are the central build- 
ing blocks of your drilling control hookup, remem- 
ber that all lines connected to it deserve equally 


careful attention. Cameron Gate Valves with their 
exclusive rotating seats are setting new records in 
long, trouble-free service on drilling control mani- 
folds. These valves are available in sizes 2” to 6” 
and in working pressures to 15,000 PSI. 

Cameron Type “F” Blowout Preventers and Cam- 
eron Gate Valves are furnished for hydraulic, 
pneumatic or manual operation, as specified. 


For complete drilling control go Cameron all 


the way. 
ov 


C [4% ys 


CAMERON IRON WORKS, INC., 
P. O. BOX 1212 ® HOUSTON, TEXAS 
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Top oil men feel that first-quarter earnings will be good—but that 
refinery runs and gasoline demand will have much to do with the first- 
half picture. seok 


Processors, particularly those in the petrochemical field, are waxing 
enthusiastic about a new technique called evolutionary operation. It’s 
a method of optimizing production without disturbing operations. 

ooh 


In-place sales of natural gas are stirring up much interest among 
transmission companies and federal regulators. It’s an approach whereby 
pipeline firms buy out a producer’s reserves. The Federal Power Com- 
mission is going to give such sales a closer look in the future. ... p. 13 


An electro-thermal “drill” may enable oil men to conduct better 
seismic operations in arctic areas covered by snow and ice. Developed for 
the U.S. Army, it is being tested in Greenland. ooh 


Much of the mystery has been torn away from “cleavage frac- 
ture,” a phenomenon whereby pipe rips open at high velocity. An Amer- 
ican Gas Assn. research group now feels that ways can be devised to 


prevent such ruptures. 20 
» 


There are still many areas where drilling costs can be cut, says 
Warren L. Baker, of the American Assn. of Oilwell Drilling Contractors. 
Failure to achieve such economies can lead to “undesirable repercus- 
sions,” he adds, for both contractors and operators. ee 


The superstation may be the basis of American Oil Co.’s nation- 
wide marketing plan. The company is expanding the concept, which has 


been confined to a few test cities. or. S| 
a 


Cost-of-service is still the key issue in the Federal Power Com- 
mission proceedings on area pricing. And the commission, in the face of 
many protests, has eased its ban on “indefinite” pricing clauses. 

- p. 14 


The hunt for nonpetroleum minerals is proving beneficial to some 
contractors in western states. One interesting offshoot is the development 


of “upside-down”’ drilling. wes S| 
& 


Colombia has passed a stiff oil law that removes the 50% limit on 
the government’s tax take. It will hike costs sharply for present con- 
cessions and new grants. re 


7 
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45 LATE NEWS 


At least 38 wells producing 1,000 b/d in California’s Wilmington 
field were damaged this week by a deep-seated earthquake. The quake, 
estimated to have occurred approximately 10 mi. below the surface, caused 
slippage just about 2,500 ft. in the field. Union Pacific R.R. Co. reported 
23 oil wells were off production and one water-injection hole was damaged. 
Ten wells owned by the Port of Long Beach and four by Atlantic Oil Co. 
also stopped producing. The damage was in fault blocks 1, 2, and 3. 


Distillate prices were trimmed 0.25¢ a gal. in the Gulf Coast spot 
cargo market this week, the second such reduction since mid-March. The 
cut lowered the No. 2 “low” price to 9¢ a gal., 1¢ higher than the year-ago 
level. The reduction in the primary market came as suppliers in the East 
started their summer-fill discount programs. 


Domestic refinery runs declined last week to an average of 7,855,000 
b/d, the lowest rate since Dec. 2. It was the fourth successive reduction, 
trimming runs for the last week of March 619,000 b/d below the record 
high set at the start of the month. Runs for the first quarter averaged 
8,166,000 b/d, up 1% over last year. Total demand in the first quarter 
averaged 10,682,000 b/d, down 1.1% (page 53). 


Continental Oil Co. and Ohio Oil Co. will join Ambassador Oil Corp.’s 
exploration venture in the Republic of Ireland, subject to government 
approval. Ambassador’s exclusive exploration right covers the entire na- 
tion, including offshore waters. 

aa 


Socony Mobil Oil Co. will spend $350-million this year for capital 
and exploration outlays, an increase of 9.4% over 1960. Slightly more than 
half has been budgeted for world-wide exploration and producing activities. 
More than one-fifth will be spent on marketing facilities. Three-fifths of 
the total will be spent in the U.S. and Canada. 


John M. Kelly, who was sworn in this week as Assistant Secretary 
of Interior for Mineral Resources, will oversee the oil import program. 
Oil Import Administrator Lawrence J. O’Connor, who will be retained in 
his post by the Kennedy Administration, was formerly a special assistant 
to the Interior Secretary and reported direct to him. 


The Federal Power Commission at midweek ruled out the use of cost- 
of-service methods in setting area prices for gas. The commission upheld 
the arguments of Texaco Seaboard, Inc., and a group of Permian Basin 
producers, who asked that cost of service be excluded (page 14). General 
industry costs—drilling costs, for example—will be considered. 
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In the presence of caustic and oxygen, 
Tenamene 2 catalyzes the conversion 
of mercaptans to disulfides. Being in- 
soluble in caustic, it remains in the 
gasoline stream to effectively inhibit 
the formation of gum in the finished 
gasoline. Thus, it both sweetens and 
inhibits in essentially one operation. 
Tenamene 2 inhibitor sweetening is 
primarily of interest to processors of 
catalytically-cracked gasoline. The re- 
sponse of sueh gasolines to the inhibitor 
sweetening method can be quickly de- 
termined by the following test: 

1. L sing sour gasoline from the pri- 
mary caustic scrubber or mercaptan 
removal unit, put 700 ml. into 
each of several one-quart bottles. 

2. To one group of samples, add 
Tenamene 2 at a rate of 5 pounds/ 
1,000 bbls. (14.25 mg./liter). To an- 
other, add 10 pounds/1,000 bbls. 
(28.52 mg./liter). 


























. Add 10 vol. % of 15° Baumé caustic 
to each sample. 
Stopper the bottles, shake thor- 
oughly. Replace stoppers with 
notched corks and store samples in 
a dark place at room temperature. 
Examine at 3-hour intervals and de- 
termine the time required for 
sweetening. 
If the results of this test indicate 
Tenamene 2 inhibitor sweetening to be 
effective in treating your sour gasoline, 
we will be glad to aid you in making a 
detailed study of your sweetening and 
stabilization requirements. In this study 
we will help you determine the opti- 
mum processing values for your par- 
ticular operation, including inhibitor 
concentration, caustic strength and 
proportion, acid oil content, process 
temperature and reaction time. For an 
evaluation sample of Tenamene 2 and 
more information on the Tenamene 2 
































inhibitor sweetening method, write or 
call your Eastman representative, or 
write to EASTMAN CHEMICAL Propucts, 
Inc., subsidiary of Eastman Kodak 
Company, Kincsport, TENNESSEE. 


Basic Procedure for 


Tenamene 2 Inhibitor Sweetening 
(see sketch) 


The sour gasoline is washed with 10-15° 
Baumé caustic. Between 5 and 15 pounds 
of Tenamene 2 is added per 1000 barrels 
of hydrocarbon. A small quantity of 
air is injected into the stream and the 
gasoline contacted with 20°-30° Baumé 
caustic. The gasoline is allowed to 
settle, then pumped to storage. If not 
already sweet when it goes to storage, 
the gasoline should sweeten within a 
few hours after storage. 

Tenamene 2 inhibitor sw eetening is, 
in almost every instance, more eco- 
nomical than doctor or copper chloride 
sweetening. Unlike doctor treating, no 
regeneration step is necessary, and there 
is no reduction in tetraethyl lead re- 
sponse. Unlike copper chloride treat- 
ing, Tenamene 2 inhibitor sw eetening 
does not allow the possibility of gumi- 
catalyzing, copper contamination. 

Most refineries find that minor modi- 
fication of existing procedures enables 
them to adopt this method. 


an Eastman gasoline additive 


SALES OFFICES: Eastman Chemical Products, Inc., Kingsport, Tennessee; Atlanta; Boston; Chicago; Cincinnati; Cleveland; Detroit; Greensboro, 
North Carolina; Houston; Kansas City, Missouri; New York City; Philadelphia; St. Lovis. West Coast: Wilson & Geo. Meyer & Company, San 
Francisco; Denver; Los Angeles; Phoenix; Salt Loke City; Seattle. 
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@ Survey party sets out in the all-wheel-drive Scout: 
Plenty of room for both crew and working gear! All steel Travel than 13 ft. overall on a 100-in. wheelbas« 
Top (optional) makes pickup box weather-tight. The Scout 68 in. high 


strips down—cab top, windows, doors come off in minutes. Less 
, only 68 in. wide and 
Powered by new COMANCHE 4-cyl. 90 hp engine. 
f 
4 Shot hole drill-rig crew follows up: They g 
the rugged INTERNATIONAL model RF-190 six-wheeler. This rig can drill 
through bedrock, taking poundings that literally lift it off 


et the job done with 


the ground 
Heavy, varying or surging loads are all in a day’s work for the truck-built 
clutch and transmission 


@ Explosive and sound-recording crew moves in: 


INTERNATIONAL 
model B-160 is versatile enough to haul the 


explosives, vet solid enough 
to carry and care for the delicate instruments in the recording cab. Whether 


standard V-8 or optional Six, the engines are all truck-designed 
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Explore Anywhere 


with this geophysical team 


Now, with the new Scout® by INTERNATIONAL, you have a transportation 
team that’s... 

Mobile: It’s rough running a string of holes, but this gutsy INTERNATIONAL 
team can’t be stopped by any terrain! 

Powerful: Best power-to-weight ratios yet engineered — for delivering 
fast drilling power to promising ground! 

Enduring: They stay on the job, stand up to full throttle—even when 
drilling through bedrock! 

Put this proven INTERNATIONAL truck team to work with your crews! And remember, INTERNATIONAL 


equipment is backed by sales and service centers across the country, plus 12 major parts depots. 
This means less “downtime”— resulting in doodle-bugging days that are faster-striking and less costly. 


INTERNATIONAL TRUCKS HH. 


W O R LD’ S M O ST ob O MPLET E LIN E International Harvester Company, Chicago 
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Number 4 of a Series 
TELL THIS PETROLEUM INDUSTRY FACT TO YOUR NEIGHBOR 


Ti t started with 
a wooden 
bucket 


iW) 


A long the early rutted trails of Pennsylvania rolled the Conestoga wagons with a 
wooden tar-bucket slung from the rear axle. Teamsters swabbed smoking hubs with 
a mixture of tar and lard, or with petroleum seepage when they could find it. That 
tar-bucket is the ancestor of the service stations that today pump 42 billion gallons 
of motor fuels into passenger cars and trucks each year. 


ry 

| his necessity is taxed more than most luxuries; Federal and state taxes add nearly 
50% to the price of gasoline. The petroleum industry has developed better fuels at 
lower actual cost, but taxes have eliminated any benefit to the consumer. Since 
1925, taxes on gasoline have increased 380%. The average price of gasoline (not in- 
cluding taxes) has increased only 1% during the same period. No other industry has 
made so many product improvements with so small an increase in actual cost dur- 
ing this period of declining dollar purchasing power. 


9 . eis y Sie ee BAROID DIVISION NATIONAL LEAD COMPANY 
D D 
D MAIN OFFICE Pr °o BOX 1675 HOUSTON 1, TEXAS 
data tT - ‘dieceec 
BAROID—Stil/ Pioneering Drilling Mud Re search « Engineering . Marke ting 


Reproduction proofs of this message are available with or without the Baroid Signature. . . Write Advertising Manager, Baroid Division, 


6103 
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Regulators Eye Gas Reserve Sales 


Federal Power Commission staff officials promise a closer look at the 


recent rise of in-place purchases by interstate transmission firms. Producers 


are generally reluctant to make such sales, but with the continued uncer- 


tainty over field pricing, the advantages may outweigh the disadvantages. 


The interstate natural gas indus- 
try, accustomed to uncertainty, is 
curious about the possibilities of an 
unusually stable type of gas deal, the 
in-place sale. 

Under an in-place sale, a gas trans- 
mission firm simply buys out a_pro- 
ducer’s reserve, instead of entering a 
contract to buy his production. 

lhe in-place sale has been used for 
transactions within producing states, 
but is relatively rare in interstate 
commerce. 


Texas Eastern Transmission Corp. 
pioneered with the first major in- 
place sale for interstate use, but Ten- 
nessee Gas Transmission Co. has 
since entered the field in a big way, 
with three transactions adding up to 
2-trillion cu. ft. of gas. 

These are the principal sales to 
date 

e Rayne Field: Texas Eastern, 
after having made conventional con 
tracts with Continental Oil Co., M. 
H. Marr, Sun Oil Co., and General 
Crude Oil Co., then agreed to pay 
$134.4-million for the leases, said to 
hold nearly 1|-trillion cu. ft. of gas 

e MCN: Tennessee Gas bought 
offshore Louisiana leases from MCN 
(Mobil Oil Co., Continental Oil Co., 
and Newmont Oil Co.) for $68.3-mil 
lion for 475-billion cu. ft. of gas and 
6.6-million bbl. of liquid hvydrocar 
bons 

e Bastian Bay: TGT has agreed 
to pay Pan American Petroleum Co 
$159.4-million for more than 1-trillion 
cu. ft. of gas and 2.6-million bbl. of 
liquids. 

* Ship Shoal: Che CATC Group 
(Continental Oil Co., Atlantic Refin 
ing Co., Tidewater Oil Co., and Cities 
Service Petroleum Co.) have agreed to 
scll Tennessee Gas, for $97.3-million, 
leases estimated to contain 533-billion 
cu. ft. of gas and 16-million bbl. of 
liquids. 


Transmission company spokesmen 
are most enthusiastic about the in- 
terest in in-place sales, and they 
agree that only extreme frustration 
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with federal regulation could induce 
the major producers to enter them. 
They also say that only very large 
packages of gas in new fields are likely 
to be sold in place 
With the continued 


over producer regulation, 


uncertainty 

however, 
producer and consumer representatives 
also feel that in-place sales hold some 
advantages for everyone, and could 
have, in the words of one, “a very big 
place in the future.” 


The four big packages of gas sold 
in place have been in southern Louisi- 
ana, where some of the largest un- 
committed reserves have been avail- 
able in recent years, and where well- 
head prices are the most uncertain. 

Chis uncertainty over pricing stems 
from the U.S. Supreme Court’s CATC 
decision 

he original CATC case is 
| edet il 


hearing examiner, and several sales au 


still be 
fore a Power Commission 
thorized by the commission at the 
original CATC price (22.4¢ per Mcf., 
including tax) have been reversed by 
courts 

KPC has set an area price ceiling 
for southern Louisiana at the CATC 
level, but the possibility that consumer 


rolling back 


yrices there has left a cloud over most 
| 


interests mav succeed in 


transactions in the area 

Some pipeline compam sources 
doubt, therefore, whether producers 
in-plac« igreements 1f 
IPC succeeds in working out an area 
federal 


regulation, and is flexible enough to 


would enter 


pricing scheme that simplifies 
issure producers an adequate price in 
the event of continued inflation 
for his 
iccepting payments in 
installments over 16 or 17 years, the 
producer leaves himself wid« 
the effects of inflation 
Producers 


By agreeing to a single pric 


reserve ind 
open: to 


who have made in-placc 
deals seem to be betting that field 
prices have bumped a ceiling, imposed 
either by FPC or by competitive con 
ditions 

What they may lose through gen 


eral inflation, therefore, is the price 
they are willing to pay to avoid the 
delays and complexity of federal regu 
lation 

Pipeline companies and their dis 
tributor customers gain the benefits of 
price stability for the life of the re 
serves, and the advantage of flexibility 
that comes to a pipeline with its own 
production. 

\ pipeline with its own production 
is in a position to use this gas for peak 
demand periods, and use its con- 
tracted gas, frequently bought under 
take-or-pav-for provisions, as the basis 
of its normal daily supply. 


The Federal Power Commission 
and the courts thus far have given 
in-place sales a fairly hearty recep- 
tion. But unresolved questions remain. 

he Rayne field deal has become 
the test case. It got full endorsement 
from FPC, but the Court of Appeals 
for the District of Columbia wasn't 
entirely satisfied with FPC’s ap 
proach, and sent it back. 

(he court agreed that FPC had 
full authority to approve the sale of 
the leases, but it said the commission 
went too far by implving its approval 
f the unit price of the gas without 
idequate evidence. 

One industry lawver remarked that 
the New York Public Service Commis 
ion, which appealed FPC’s decision, 
“won the battle, but lost the war,” bc 
cause the court didn’t insist on evi 
dence of producer costs 

However, the court urged 
careful scrutinv” of the gas costs to a 


“most 


pipeline firm in in-place sales, becaus 
of the “interminable delay” in rate 


CaseS 


The commission staff has promised 
to give future in-place proposals a 
closer look. 

l'ennessee’s MCN purchase is b« 
fore the FPC staff, which intends to 
probe the reserve estimates thor 
oughly. The staff also will explor 
whether “prepayment” for gas—that 
is, full payment for the reserves by 
the purchaser some years before the 
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reserves are exhausted—is in the pub 
lic interest 

“We learn a little more about these 
things all the time.” one staff attorney 
savs, “and there's still a lot we want 
to find out about the MCN case.” 
encouraged 
obtain 
their own reserves, however, and the 
possibility of completely stable gas 
costs without escalation fits FPC’s ob 


[he commission has 


transmission companies to 


yectives on price 
The Rayne field gas, for instance, 
was originally contracted for at 22.6¢ 
per Mcf. plus 1.3¢ per Mcf. tax. The 
cost to Texas Eastern of producing 
the gas works out to 20.59¢ per Mcf 
FPC, in its opinion, noted that this 


is 2.0lé¢ less than the 
asked, and might eventua 


produccl 


originally 


work out to an even greater savings 


because of the possibility that more 
gas would be recovered than estimated 

l'ennessee’s case in 
MCN purchase is based on an 
price of 23.16¢ per Mcf. over the esti 
mated 24-vear life of the reserve 
This, savs TGT President 
Burrow, “only slightly exceeds PPC 
current area price, including tax 1 
imbursement, of 22.79¢ per Mcf.’ 

On the basis of the first day's hear 
ing on the MCN deal, some dispute 


aAVCTAg¢ 


seems inevitable over reserve estimates 


when the hearings resume Apr. 17 
When TGT entered ordinary con 


behalf of its 


Harold 


ducers, 1 
76-bilhi n 

in the leases 
ft., and 
how the 


Bastian 

ype” permit 
ihitic ) PC 
of the gas prob 
ts show 


laters: ] 
( nined 


MCN acq 


ulsitions 


Cost-of-Service Still Key Gas Issue 


Significant moves in gas producer 
regulation are taking place at the 
Federal Power Commission and in 
Congress. 

At FPC 

e Consumer interests have made 
it clear that the key issue in the area 
price proceedings in the Permian 
Basin is still use of traditional cost-of 
service methods. 

e In response to a storm of pro 
tests from producers, the commission 
has eased its ban on “indefinite” pric 
ing clauses to allow periodic redeter 
minations. 

e The commission has also raised 
its ceilings in three Texas Railroad 
Commission districts to clear away 
more pending producer cases. 

In Congress 

e Rep. Torbert H. MacDonald 
(D., Mass.), close friend of President 
Kennedy, has joined to other Com- 
merce Committee Democrats to rein- 
troduce legislation to exempt from 
regulation all gas producers who sell 
less than 2-billion cu. ft. of gas per 
vear. 


The next step in the Permian Basin 
gas pricing proceeding will be an 
FPC conference in Washington start- 
ing Apr. 12. 

This was scheduled at the close of 
the preliminary conference in Mid- 
land, Tex., last month. The topic will 
be the kind of questionnaire needed 
from producers to develop information 
for setting area rates. 

FPC staff members submitted a 
lenghty questionnaire, as a point to 
begin discussions, at the Midland 
hearing. 

Small producers were most vehe- 
ment in opposing this. They claimed 
it would be impossible for them to 
compile the extensive data requested. 
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or small producers, however, a 
compromise is being worked out with 
the cooperation of the commission 
staff. This would require them to fil 
only an abbreviated questionnaire giv 


ing general information. 


The commission was expected to 
rule on a motion to ban cost data in 
area pricing before the conference, 
but consumer intervenors have prom- 
ised to take the cost issue to the 
courts. 

Some 36 major producers, led by 
Texaco Seaboard, Inc., petitioned th« 
full commission for a ruling spe 
cifically banning the use of traditional 
cost-of-service information to deter 
mine area rates. 

The California intervenors—the 
City of San Diego, San Diego Gas & 
Electric Co., the City of Los Angeles, 
the Pacific Lighting companies, Cali 
fornia, and its Public Utilities Com 
mission—are leading the fight for cost 
of-service. 

They are backed up by a group of 
22 distributors served by Northern 
Natural Gas Co., Wisconsin, and 
Public Service Commission. 

The basic contention of these in 
terests is that a court of appeals deci 
sion in the City of Detroit case makes 
the use of costs, “at least as a point 
of departure,” a legal necessity. 

If FPC rules, in conformity with 
its Phillips decision of last fall, that it 
doesn’t want to base area prices on 
cost-of-service, the consumer interests 
will fight to upset the ruling. 

California advised the commission 
to make its ruling on the Texaco Sea 
board motion a “final order,” so that 
it can be appealed to the courts im 
mediately. 

If FPC rules out cost-of-service, and 
no appeal is allowed, the result would 


} 


¢ { Dt upon am proceca 


ws had ther er, California said 


A group of major producers is will- 
ing to go along with the collection of 
extensive cost information if FPC says 
it is needed. 

} “a has de 


ia whi h 


eloped 
iccord 
members who have 
out as far in seeking 
the staff's own 
cides to tak« 
producers have 

get the formal 


The commission's ban on all but 
fixed price increases in producer con- 
tracts met such intense opposition for 
small and large producers that the 
order was modified. 

Che producers warned PC that, by 

them the rights of pipelines 
it was threatening 


denying 
to ask for increases, 
future gas supplies by discouraging ex 
ploration and forcing producers to 
seek intrastate markets 

Pan American Petroleum Corp. pre 
dicted that, under the ban, producers 
would be forced to stay away from 
long-term contracts and make agree 


ments for brief periods 


On indefinite pricing clauses, FPC 
eased its ban last week to allow re- 
determinations no oftener than every 
five years. 

The redetermined price asked for 
could be no higher than prices already 
approved by the commission in the 
area 

One effect of the change, there- 
fore, is to give each producer with 
redetermination clauses in his con- 
tracts the right to file every five years 
to take advantage of any increases in 
area prices. 
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Congress Urges Regulatory Reform 


@ Both parties recommend longer terms for commissioners, 
more power for examiners to make final decisions. 


@ But the legislators will be reluctant to give Kennedy 
complete control over the regulatory bodies. 


Everyone concerned except Presi- 
dent Kennedy has now had his say on 
what should be done to reform fed- 
eral regulatory agencies such as the 
Federal Power Commission, Atomic 
Energy Commission, and Interstate 
Commerce Commission. 

The latest report is from the Senate 
subcommittee on administrative prac 
tice and procedure, headed by Sen 
John A. Carroll (D., Col.), and it 
comes complete with minority views 
from Sen. Everett Dirksen (R., Ill.) 

These critiques are added to similar 
studies from Kennedy's special assist 
ant on the agencies, James M. Landis, 
and from the House commerce com 
mittee, headed by Rep. Oren Harris 


(D., Ark.). 


Kennedy will have an array of pro- 
posed reforms to choose from in pre- 
paring his report to Congress on the 
agencies. It is due later this spring. 

Congress has eased Kennedy’s role 
in making improvements by extending 
his power to reorganize the executive 
branch, a short-cut previously granted 
to Presidents Truman and Eisenhower. 

Under this procedure, Kennedy can 
avoid the drawn-out legislative process, 
and recommend changes that become 
effective automatically within 60 davs 
unless the House or Senate vetoes 
them. 

A simple majority of the members 
of either house present and voting has 
the power to kill changes. 


The latest report on regulatory 
agency reforms echoes earlier sug- 
gestions: longer terms for commis- 
sioners, more authority for hearing 
examiners, and the creation of a 
White House guidance office. 

The latter proposal is likely to prove 
the most controversial. 

House Commerce Chairman Harris 
has protested direct White House 
guidance of the agencies—first recom 
mended by Landis—and Republican 
leaders in Congress have strongly criti- 
cized Kennedy's request for monthly 
reports from the agencies on their 
activities. 


There will be bipartisan support for 
some of the proposals, but changes 
interpreted by Congress as weaken- 
ing its control over the agencies will 
have opponents in both parties. 
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Democrat Carroll and Republican 
Dirksen, for example, disagree over the 
proper treatment for natural gas rate 
increases 

Che Carroll majority report sharply 
objects to the piling up of rate in 
crease cases at FPC, and claims that 
companies use the funds from in 
creases, while the commission is ex 
amining them, at the expense of con 
sumers 

The majority charges “padding of 
about 50% in requested rate in 
creases.” 

The companies should be required 
to put the funds in escrow, the ma 
jority says, and the agencies should 
“make sure that any excess rate which 
is ultimately disallowed will be re 
turned to the consumer, and does not 
benefit the utility.” 

Dirksen disagrees with these recom 
mendations 

He agrees, however, with the ma 
jority opinion that hearing examiners 


should have more power to decide 
cases finally, leaving commissioners 
more time for policy making. 

While Carroll would give commis 
sioners limited power of review of ex 
aminers’ decisions, Dirksen would pre 
fer a new level in the agencies, above 
the examiners, for review purposes, 
thus confining commissoners strictly 
to policy-making. 

Carroll backs criminal penalties for 
some types of off-the-record contact 
between agency officials and private 
parties, but Dirksen disagrees. Harris 
has backed criminal penalties for im 
proper contacts. 

Carroll would like to make agency 
positions more attractive by increasing 
terms to ten years, and hiking salaries 
and pensions. Dirksen thinks 15-vear 
terms would be better. 

Carroll would give a new President 
power to remove enough members of 
each agency to give his party a major 
itv, but members thus displaced would 
get their salaries for the remainder of 
their ten-year terms. 

Dirksen suggests giving the Presi 
dent veto power over agency policies, 
subject to the approval of a simple 
majority of Congress. This power 
would not extend to individual deci- 


sions. 


Humble Starts Midkiff Flood 


Humble Oil & Refining Co. has 
started waterflooding its 23,000-acre 
Midkiff unit in the Spraberry Trend, 
West Texas. 

With initiation of the flood through 
ten injection wells, Humble assumed 
operation of 219 wells now producing 
approximately 55,000 bbl. of oil per 
month. The number of producing 
wells will be increased to 235. 

The Midkiff unit is one of three 
approved for the Spraberry Trend. The 
other two are Sohio Petroleum Co.'s 
Driver unit and Southland Royalty 
Co.’s Aldwell unit (PW—Sep.2’60, 
p18). It's expected that another ten 
units will be set up within the trend. 
Preliminary work on these projects is 
in various stages. 


The Humble project is aimed at 
recovering an additional 29-million 
bbl. of oil from the unit area. 

This compares with 10.7-million 
bbl. of oil already recovered by the 
various operators (some 70 of them) 
within the unit. There are approxi- 
mately 750 royalty interest owners. 

Humble has estimated that ultimate 
primary recovery from the unit would 


have been around 530 bbl. per surface 
acre (based on Upper Spraberry re- 
serves only), but that the waterflood 
will boost this to around 1,260 bbl. 
per surface acre. 


The flood required three months of 
preparatory work. 

Humble kept two rotary drilling rigs 
and several workover rigs busy during 
this interval. Eight of the ten injec- 
tion wells were provided by convert- 
ing existing depleted wells, and two 
were drilled. There will be 73 input 
wells when the unit is under full flood, 
in about a year. It’s estimated that 
more than two years will pass before 
oil production of the whole unit is 
affected. 


Two 288-hp. gas-powered centrifu- 
gal pumps are injecting approximate- 
ly 10,000 b/d of salt water into the 
Spraberry. 

The pumps are capable of delivering 
78,000 b/d at an injection pressure of 
300 psi., or 39,000 b/d at a pressure 
of 600 psi. Injection water is being 
obtained from the shallower Santa 
Rosa formation in the area. 
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——— Gross Income — 
% Change —Rank— 
"60-'59 ‘60 


—Rank—~ 1960 

‘60 ‘5S? (Thousands) 

$8,915,000 
3,646,000 
3,240,627 
3,140,805 
2,053,042 


2,038,208 
1,838,483 
1,228,636 
1,222,384 

995,721 


799,145 
755,426 
654,450 
583,150 
561,205 


535,631 
463,769 
413,653 
402,443 
368,069 


357,778 
305,559 
303.473 
254,926 
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Company 


Jersey Standard 
Socony Mobil 
Gulf 

Texaco 


California Std. 


Indiana Standard 
Shell 

Phillips 

Sinclair 

Cities Service 
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7 
q 


Continental 
Sun Oil 
Pure Oil 
Tidewater 
Atlantic 


Union 

Sunray 

Kentucky Standard 
Ohio Standard 
Richfield (L.A.) 


Ohio Oil 
Signal 
Ashlandt 
Skelly 


Amerada 


22* 
23* 
24* 
25 


t Fiscal year ended Sept 30. 


Refinery Runs, Gasoline 


First-quarter earnings will likely 
show that oil and the U.S. economy 
are still going in opposite directions. 
Oil's upturn late in 1960 will carry 
through the early part of 1961, con- 
trary to the general business trend, 
top oil men say. 
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J. C. Donnell Il, president of Ohio 
Oil Co., for one, expects the seesaw 
relationship between oil and general 
business to continue through the first 
half. 
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Net I 
1960 
(Thousands! 
$689,000 
182,600 
330,311 
391,751 
266,113 


144,762 
144,588 
112,934 
52,547 
41,320 


61,233 
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32,555 
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earnings during the first half of 
substantially better than in the 
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At the end of 1961's first quarter, 
however, the industry was in the dol- 
drums of top-heavy product inven- 
tories and generally weak prices. 
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Oil firms kicked off 1941 a 
strong position. Many companies re- 
ported all-time-high earnings in | 960, 
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Standard Oil Co. (Ohio), ; 
had lower profits. 

Cities Service 
dip in profits to special charges con 
nected to the elimination of its ma 
jority interest in Arkansas Fuel Oil 
Corp., and a substantial increase in 
the provision for taxes charged to in 


also attributed its 


30- Year Trend of 


(in thousands of do 


Net Earnings 


1930 


42,151 
15,073 
10,649 
37,675 
40,246 


46,371 


1935 1940 1945 1950 1955 1959 1960 


62,863 123.886 154,156 408,223 709,310 630,000 689,000 
17,065 31,548 51,857 149,072 262,730 354,346 391,75! 
10,552 22,150 45,214 111,140 218,064 290,467 330,311 
18,594 22,488 55,555 150,804 231,139 253,599 266,113 
22,526 36,409 41,494 128,217 207,434 163,952 182,600 


29,979 33,597 50,340 123,58) 157,118 139,597 144,762 
6,813 15,655 28,797 90,121 139,549 147,418 144,588 
13,422 11,590 22,572 51,557 95,203 104,639 112,934 again the best money-maker among 
8.814 4,318 15,143 42,407 46,359 60,272 61,233 the largest companies, carrying 13° 
11,307 3,793 15,645 70,193 80,710 45,027 52,547 of its gross to net. 

7,100 7,969 15,667 36,291 48,307 42,844 49,273 Che top-ranking company in gross 
3,971 6,219 1,509 40,842 39,464 30,174 46,566 net, crude production, and refine! 
5,856 9,928 15,06! 56,659 49,307 42,434 41,320 Standard Oil Co. (N.J.)—had 

334 606 «1,819 20,463 39,472 43,815 41,12! 1 gross income almost equal to the 
5.488 8,733 13,950 37,350 41,255 38,633 39,215 combined gross of the next three lead 
7,205 6,764 33,364 37,790 33,941 35,063 ing firms, Socony Mobil Oil Co., 
5,038 4,607 17,178 30,523 27,515 34,478 Gulf, and ‘Texaco. Yet Jersey Standard 
8,150 8,718 30,329 35,164 28,905 32,555 carried only 7.7% of its net to gross, 
(2,161) 3,815 23,046 29,609 28,058 28,720 less than the average for the top 25 
1,798 1,776 15,400 25,364 25,787 27,569 companies. 

Ohio Standard 3,724 2,691 6,209 20,221 23,008 25,061 24,662 Socony, which ranks second in gross 
Skelly 1917 2,586 3,317 28,514 32,240 26,906 24,415 income and fifth in crude production 
Signal 690 89 922 7,502 9,640 16,257 16,509 irried only 5% of its gross to net 
Ashlandt 175 327 697 10,004 10,106 14,349 14,927 Gulf, which ranks third in gross in 
Kentucky Standard 5.253 2,198 3,818 12,072 12,677 14,726 13,792 come and second in crude production, 
netted 10.2% of its gross. 

Texaco, fourth in gross and third 
in crude production, carried a hefty 
12.5 of gross to net. 

Signal Oil & Gas Co., 
i * showed the largest gain in gross in 

come 57.3% netted only 5.4% of 
First-Half Earnings Trend page ea okra oe 

5] of its refinery requirements of 
In contrast to the 
in gross mecome, CarmmMings inched up 
only 1.6%. 
\ substantial portion of the increase 
Signal’s gross was due to a_ full 
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Indiana Standard 
Shell 5,096 
Phillips 3,041 
Continental 256 
Sinclair 12,026 


Sun Oil 7,745 
Atlantic 2,743 
Cities Service ° 
Sunray 527 
Ohio Oil 10,630 
Tidewater 8,751 
Union Oil 9,605 
Pure Oil 6,540 
Richfield (L.A.) 58 


3,961 


COC 


Creeping costs have frozen the 
gross-to-net ratio at 8°/, for the past 
three years or more. 

Standard Oil Co. of California was 


runs 


Amerada 


* 1930 figure not comparable. 
t Years 1945-1960 reported on fiscal-year basis, endéd Sept. 30. 


W hic h 


ings year for many firms, there were crude large 

some casualties. A half-dozen com- 

in crude. panies reported decreases in net 
Atlantic Refining Co., with a revenue. 

high ratio of crude output to refinery In 


carnings were not as severe as 


money-makers are the companies jump 


with a high degree of self-sufficiency 


now 
gencral, however, the dips in in 
rs operations of the companies it 

icquired in 1959—the former Ban! 

line Oil Co. and Eastern States Petro 


leum & Chemical Corp. 


requirements, had a 54.3% increase in 
Phat was achieved ago 

Skelly Oil Co., 
pointed the finger 
Skelh 


( rp. were 


earnings last veal 


with a gain of only 3.7 In gross. whos 


Atlantic’s nine-month carnings ran skidded ‘ 
only 7.8% previous vear. 


Explaining his company’s enviable and 


above the blame at curtailed producti 


Amerada 


onl 


One way that companies are at- 


sbtrpagpene tacking spiraling costs is by reduc- 


record, companies reporting a de 


son Supplee, Jr., pointed out that 
Atlantic is a “different tvpe of com- 
pany than it was a decade ago.” 

Significant been 
built into the company, he said, out- 
standing which is _ self 
sufficiency. 

l’o understand fully the 


strengths have 


, 
among 


nnportant 
changes in the operating structure of 
the company, Supplee went on, it’s 
necessary to look back to 1954 when 
the new program was put into effect. 

At that time, he said, Atlantic pro 
duced only 56% of the crude required 
by its refineries. In 1960, Atlantic’s 
own production supplied 79% of its 


refinery needs 


Although 1960 was a record earn- 
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Atlantic’s president, Hender- the 


crease in crude production during 
1960 

Don H. Miller, 
‘With the 


the major portion of its production 


Skelly pi 
company having 


esident, 
noted 
such as 


in severely prorated states, 


l'exas, the forced reduction in crud 

oil production affected carnings 
Similarly, Sunray Mid-Continent 

Oil Co. said its slip of 6.1 


ings was due primarily to “heavy pro 


In Carn 


production by state 
of de 
pressed product prices during the early 


ration of crude 


regulatory bodies, and becaus« 
part of the vear.” 

Depressed prices and higher costs 
were cited by Standard Oil Co. (Ky 
Cities Service Co., Shell Oil Co., 


and 


emplovees by 


ing the number of employees. 
Cutbacks in company workforces 

ire achieved by attrition, earl 

lavoffs, if firms have no 


retire 
ments—o! 
ilternative 

Atlantic’s Supplec 
stockholders that, during 
intensive program to reduce the num 


reported to 
1960. “‘a 


ber of personnel was carried out t 
bring productivity to the point ne 
to remain fully competitive 
Standard Oil Co. (Ind.) officials 
told a meeting of the Investment 
Analvsts Societv of Chicago that th« 
ympany had reduced the number of 
10,300, or 20° 


( iT\ 


o, Since 
1956. 

‘Actual wage and benefit costs have 
reduced $26-million 


been since out 


17 





1 idiana Standard 
executive said. “But had we not re 
duced our work fot our wage bill 
in 1960 would have been some $50 
million higher than it actually was.” 


The industry-wide 5°/, wage in- 





MARCH 1956 


71.0% PRORATED 


TOTAL 3,425,000 b/d 


MARCH 1959 


65.0% PRORATED 


TOTAL 3,190,400 b/d 





crease granted in December will add 
to company headaches. It may 
boomerang on employees in that it 
will be met, in part, by new cutbacks 
in work force. 


Indiana Standard officials have 


MARCH 1957 


73.2% PRORATED 


TOTAL 3,821,400 b/d 


APRIL 1960 


58.5% PRORATED 


TOTAL 2,797,700 b/d 


compan 

with a 5 

which adds 
but 


Here’s How Distribution of the Texas Average Calendar 
Day Allowable Shapes Up Over the Past Six Years 





MARCH 1958 


64.8% PRORATED 


TOTAL 3,044,000 b/d 


MARCH 1961 


59.8% PRORATED 


TOTAL 3,016,000 b/d 








Texas Exempt Allowable Dips Slightly 


down from a peak of 1,216,821! b/d 
at the end of last November. 
\ year ago, the exempt allowabl 


The exempt allowable in Texas con- 
tinues to take a sizable chunk of the 
state's average calendar-day allow- 
able—40.18°, in mid-March. 

This represents a drop from the 
45% registered at the end of last No 
vember, and a slight drop from a veat 
ago, when the total was 41.45%. But 
the 1961 percentage amounts to a 
jump of 11 percentage points since 
March, 1956, when it totaled 29% 

The exempt allowable percentage 
dropped somewhat in March, 1957, 
to 26.8%, and then climbed to 35.2% 
in March, 1958, and levelled off to 
35% in March, 1959 


The total exempt allowable in Tex- 
as now averages 1,211,975 b/d— 


which includes marginal, discovery, 
and all other exempt wells not subject 
to shutdown days, averaged 1,159,737 
b/d. 

Che total has been steadily climb 
ing over the vear: It was 993,375 b/d 
in March, 1956; 1,025,767 b/d in 
March, 1957; 1,070,824 b/d in March, 
1958: and 1,116,885 b/d in March, 
1959. 


Texas now has 110,61! exempt 
wells with an average production of 
10.96 b/d, and 87,640 prorated wells 
averaging 20.58 b/d. 


Exempt wells included 50,342 mai 


ginal ells with allowables totaling 
393,828 b/d: 1,404 wells under new 
| llowables totaling 113,206 b/d; 
167 “special” wells particular 
producing problems, with 4,855 b/d 
illowable: and 58,698 wells with other 
exemptions and 700,086 b/d allow 


ible 


with 


Allowables for marginal wells in- 
cluded in the over-all exempt have 
been steadily climbing to the current 
high of 393,828 b/d. In carly April, 
last vear, the total was 349,388 b/d 
In March, 1956, it was only 144,946 
b d It incre ised to 178,100 b d in 
March, 1957, to 245,600 b/d in 
March. 1958, and 342,800 b/d in 
March, 1959 
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Truckers Can Haul —— 


The Interstate Commerce Comis- The id the deci 
sion has taken a middle-of-the-road lude general 
stand on the who's and how's of us- 
ng collapsible freight containers in 
shipping petroleum and petrochemi- 
cal products. 

lor the past two vears, a dispute 
has flared between general commodit) 
truckers and bulk commodity hauler 

principalh tank truck 
ver which should have 

isport ood ! the 


operators 
iuthority to 
newly devel 
ntaine 
Lhese contamers are usually mack 
f rubber or cor ive-resistant alumi 
m (the latter stack like paper cuy 
hen empt Phe filled with 
to 4,000 gal. of liquids, a 
flowabl 
haul ( flatbed, open top 


rs. Whe aes 


collapse and can be easily ste 


can be 


ICC prohibits general freight truck- 
ers from handling bulk commodities 
and those requiring special loading or 
handling techniques. But, they argued, 
this should not keep them from trans- 
freight “bags” n 


porting the 
+] h +] 


The commission gave general com- 
modity trucks permission to carry 
products in the collapsible containers, 
but attached several conditions. 

It authorized the general 

truckers to transport freight 
vhich are filled off the truck and 
placed iboard the vehi I 
crane, or otherwise. But it 
ited them from transportin 
unted bags that are filled on 
chick iuling in this instance 
of tank trucker 
I bulk mmodit 


Tank truckers took the opeen ite 
stand, rgt : that the f 


haulers 


The "compromise" position drew nk, and t 
a strong dissent from two of the ( hicle mak 


eleven commissioners. 


Chamber of Commerce 


Richard Wagner, chairman and chief 
executive officer of Champlin Oil & Re- 


will become president of the 


Wagner to Head U.S 


fining Co., 
U.S. Chamber of Commerce on May 2. 
It is a one-year term. 

The 64-year-old executive is known in 
business circles as an articulate advocate 
of tax reform and other measures that 


more venture capital for 


would produce 
economic growth, 
later 


He was a vice-president, and 


president, of Chicago Corp., and con- 


verted that company into a diversified 
investment firm to finance a variety of 
industries. Chicago Corp. later concen- 
trated on oil ventures, bought Champlin 
in 1954, and adopted its name. 

Wagner is a director of the 
Petroleum Institute and of Central IIli- 


nois Public Service Co. He is also former 


American 


chairman of Tennessee Gas Transmission 


Co., Houston. 
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THE 

BEST 
SAFEGUARD 
is 
KNOWLEDGE 


the oil and gas industry, knowledge 

acquired only through long years of 
experience. Republic, as a pioneer oil 
bank in the South... with the South's 
argest Oil and Gas Department, has 
this knowledge. For decades, Republic 
has been pacing the industry, keeping 
thoroughly informed on new trends and 
developments, credit ratings, equip- 
ment distributors and all the varied 
factors involved in oil and gas financing. 


Republic offers you not only unlimited 
resources but also the strength which 
omes from specialized knowledge. 
Next time you need bank service on 
an oil or gas matter, talk to Republic, 
indisputably a leader in the field. We 
understand your problems... speak 
your language and have the resources 
to best protect your interests. 


| 
Rt Bie" a) Seat 
NATIONAL 
J 3A INK OF DALLAS 


CAPITAL AND SURPLUS 
$105,000.000 
LARGEST IN THE SOUTH 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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GUIDE SHOE helps limit the bend of MODIFICATIONS of the 260-ft. Cuss I included the guide shoe directly beneath the 


drill pipe at the ocean’s surface. rotary table, and a tapered casting fastened to the landing base on the ocean floor. 


Mohole Drillers Reach “Second Layer’ 


AIRCRAFT-LIKE ‘JOYSTICK’ is shown operating the specially designed console that 


simultaneously controls four outboard engines to position the drilling ship. 


20 


Experimental drilling in. 12,000-F+. 
waters near Guadalupe Island, off 
the west coast of Mexico, has proved 
the feasibility of plans to drill Project 
Mohole 1 attempt t ill through 


; 


a 
} 
ti 


f Mio 


With the possibility of the oil hunt 
moving into deep waters, oil men are 
watching this project with more than 


usual interest. 


t« hnique s have 
gram, ind 
out 

Xl 

prob 


ind 


bal Marine 

; I, was held in 
cdi cl-powered 
the comers. 
ring of buoys 


1 
the vessel 
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PETROLEUM WEEK 


H} Hi | 


What’s New | 


The Independent Petroleum Assn. of Ameri- 
ca, in a mild but provocative statement, took 
Internal Revenue Commissioner Mortimer L. 
Caplin to task last week for criticizing percent- 
age depletion at the National Press Club. 

“Both President Kennedy and Treasury Sec- 
retary [Douglas] Dillon have indicated that no 
change should be made in the depletion pro- 
visions without a thorough and objective study 
by Congress,” IPAA counsel L. Dan Jones de- 
clared. “Yet here we find Commissioner Caplin 
advocating changes to the country at large, 
without benefit of consultation.” 


A “small but significant” victory over the 
Teamsters Union was claimed last week by the 
Oil, Chemical & Atomic Workers Union. OCAW 
won a National Labor Relations Board election 
in which employees of a Sinclair Oil Co. bulk 
station and terminal in Youngstown, Ohio, 
voted 10-to-0 to desert the Teamsters and affili- 
ate with OCAW. An OCAW spokesman de- 
scribed Ohio as a “major battleground in or- 
ganizing efforts among bulk station, terminal, 
and marketing workers.” 


Gulf Oil Corp. is moving its Western Hemi- 
sphere exploration division, formerly known as 
the New York exploration division, to Coral 
Gables, Fla., next week to improve liaison with 
its Central and South American operations. The 
transfer will affect 26 employees, including T. 
A. Kibby, division manager ; C. H. Neff, explora- 
tion manager; R. H. Leitch, financial and serv- 
ices coordinator; W. C. Lamb, chief geophysi- 
cist; and L. C. Sass, chief geologist. 


Mustang Fuel Co., of Oklahoma City, will 
start construction shortly on a 75-mi., $1.5-mil- 
lion gas transmission and gathering line be- 
tween Piedmont and Oakmont, Okla. An exist- 
ing line also will be extended 8 mi. southwest 
from Newcastle. 

The new line will have a capacity of 30-mil- 
lion cf/d. Half of it will be 12-in. line, with the 
balance 8 in., 6 in., and 4 in. in diameter. The 
8-mi. extension, which will cost about $400,000, 
is scheduled to be completed around June 1. It 
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is being built to serve the Northwest Blanch- 
ard pool, which was opened last year in Grady 
County. 


Daniel B. Purvis, Texas lawyer and independ- 
ent producer, is the new chairman of the Fed- 
eral Petroleum Board. The appointment was 
made by Interior Secretary Stewart L. Udall. 
The board administers the Connally Act. 


Data compiled by the Assn. of Oil Pipe Lines 
indicate that twice as many miles of oil pipe- 
lines were constructed in 1960 as in 1959. 

The association estimated 1960 mileage at 
4,134 mi., and aggregate costs at $133.8-mil- 
lion. The 1959 totals were listed as 2,029 mi. 
and $88.9-million. 

o 


A new division to spearhead its recent di- 
versification into real estate development is 
being set up by Hydrocarbon Chemicals, Inc. 

A spokesman says the company grossed more 
than $1.4-million in land development in its 
first six months in the real estate field. The new 
division will be known as Hydrocarbon Realty 
Development Co. 

o 


Union Oil Co. of California expanded its op- 
erations in the Hawaiian Islands with the pur- 
chase of certain assets of Pacific Chemical & 
Fertilizer Co., a Hawaiian corporation in the 
process of liquidation, for $6.5-million. 

Assets purchased include 10.4 acres in the 
industrial area of Honolulu, and the Pacific 
Guano Co., a subsidiary which markets petro- 
chemicals in the West Coast. 


Joint annual meetings will be held May 25 by 
the Pennsylvania Grade Crude Oil Assn. and 
the Bradford District Pennsylvania Oil Pro- 
ducers Assn. at Pennhills Club, near Bradford, 
Pa. It will mark the first time that the two 
groups have held their sessions concurrently. 

Speakers will include Sen. Hugh Scott (R., 
Pa.), Lawrence J. O’Connor, Jr., oil imports ad- 
ministrator, and John J. Balles, vice-president 
of Mellon National Bank & Trust Co., Pitts- 
burgh. 





PETROLEUM 
WEEK 


April 7, 1961 


Looking Ahead in Washington 


Congress bears close watching now, because members are returning 
from their first trips home since President Kennedy took office. Exposure 
to constituents and political friends at home will give each congressman a 
personal reading on Kennedy’s impact on voters. If they find Kennedy as 
popular as polls depict him, the President’s program will move faster. If 
the voters aren’t excited, Congress will continue to move at its own pace. 


Minimum wage legislation should provide a reliable test of the mood 
of the House, which has already turned down Kennedy’s bill, by a single 
vote. But the Senate is likely to pass the measure, raising the hourly mini- 
mum to $1.25 in steps, and adding coverage for about 4-million workers. 
Liberals will then represent the House in conference with senators, with 
the result that the House will have to vote again on a bill fairly close to 
Kennedy’s wishes. This could bring a crucial fight between Administration 
supporters and the Republican-Southern Democrat coalition. 


Justice Dept. antitrusters will have to settle for the back seat when 
natural gas pipeline mergers are considered. That’s the important general 
effect of the decision of the U.S. Court of Appeals for the District of Colum- 
bia upholding the Federal Power Commission’s approval of the merger of 
Pacific Northwest Pipeline Corp. into E] Paso Natural Gas Co. 

The Justice Dept. tried to break up the merger in the U.S. District 
Court in Utah. After the suit was filed, the companies asked for—and got 
—FPC sanction of the merger. The question of whether FPC or the Justice 
Dept. has “primary jurisdiction” then became the key issue in the case. 


Pentagon oil buyers will test the plan to swap U.S. surplus farm 
commodities overseas for oil products. The Military Petroleum Supply 
Agency has prepared an invitation for bids on 6.2-million bbl. of Navy 
Special fuel oil for use in the trial run. The oil, for use on the East Coast, 
is traditionally supplied from imports. MPSA plans to use its own residual 
fuel oil quota, as an incentive for companies to try the plan. 


Oil companies wouldn’t be involved in handling the commodities, be- 
cause international trading companies will be the brokers. Successful bid- 
ders would arrange for the trade with the Commodity Credit Corp. Trading 
companies would sell surplus wheat, or other crops, then pay the oil com- 
panies in “hard” foreign currencies. The program is intended to reduce the 
gold outflow from the U.S., and to dispose of surplus crops. 


Coal interests have won a round in their attempt to take part in gas 
pipeline rate cases. Coal lawyers regularly appear in cases involving ex- 
pansion of gas service. Now they want the right to fight gas rates they 
say are designed to make industrial gas sales competitive with coal. The 
Third U.S. Circuit Court of Appeals upheld FPC action letting coal men into 
a Northern Natural Gas Co. rate proceeding. 
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first and foremost 
in formation fracturing 


a 
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MARGINAL 
WELLS 

MAY BE 
FRACTURED 
PROFITABLY 


... With 


VIS-0-FRA 


The profit pendulum of a marginal well often swings 
to the plus side following a Halliburton VIS-O-FRAC 
treatment. VIS-O-FRAC is designed for maximum 
economy from the word go! Check these benefits: 


@® LEASE CRUDE or other available light hydrocarbons may be used. 

@ LOW FRICTION LOSS to help reduce surface horsepower require- 
ments. 

@ LOW FLUID LOSS to cut waste — retains more fluid in the fracture 
for improved efficiency. 

@ CONTINUOUS BLENDING of crude, gelling agent and propping 
agents can eliminate batching. 

@® BUILT-IN BREAKER can be employed to speed return of fracturing 
fluid. 

@® FLEXIBILITY — proven to be effective over a wide range of depth and 
temperature conditions. 
EXCELLENT PROPPING AGENT CARRIER due to the gelled struc- 
ture of the treating fluid. 


Investigate VIS-O-FRAC. It is one of 
many Halliburton fracturing techniques 
helping operators convert marginal wells 
into profitable producers the world over. 
See your Halliburton man soon! 


FRACTURING SERVICES 


Halliburton 


COMPANY . DUNCAN. OKLAHOMA 
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UNIQUE BIT (left) reams hole upward. Drawings (right) show steps in ‘upside-down’ drilling process, which is used by some .. . 


Contractors Busy in Minerals Search 


Exploration for various nonpetro- 
leum minerals is keeping contractors 
with portable drilling rigs busy in the 
western United States, despite a 
slowdown in oil activity. 

Many contractors who faced the 
possibility of stacking their equipment 
because of the slackening in oil drill 
ing have turned to these new activi 
ties with good success 

One contractor is reported to have 
1 $2-million to $3-million contract to 
outline ore ns in Nevada by drill 
ing 

[he contractors are getting these 
opportunities to keep busy because 
everal oil companies have diversified 
into the search for nonpetroleum 
minerals, often requiring some drilling 
ictivity (PW—Jul.8’60,p.19; Dec.5 
>8,p28) 


Suppliers and manufacturers are 
profiting from diversification of ex- 
ploration activities, too. Specially de- 
signed and manufactured equipment 
is needed in the search for some min 
erals. 


The minerals sought include urani- 
um, beryllium, potash, and helium- 
bearing natural gas. They are found 
in most of the western United States. 
New Mexico, Arizona, Nevada, and 
Utah are especially active areas. 

One of the so-called glamour ores, 
beryllium, is one of the most sought- 
after minerals because of its increased 
use in aircraft and compo- 
nents. 

More than a dozen contractors are 


missile 
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keeping some 18 rigs active in west 
central Utah, currently one of the 
hottest spots for beryllium. Scott 
Bros. Drilling Co., Grants, N.M., has 
two portable units working near Del 
ta, in the Topaz Mountain district, 
and Boyles Bros. Drilling Co., Salt 
Lake City, is running two rigs som 
50 mi. north, near Eureka. 

Drilling for beryllium is hindered 
however, by hard volcanic rock, which 
covers the mineral deposits. 

Boyles Bros. has also been drilling 
test holes for potash between Carls 
bad and Hobbs, in southeastern New 
Mexico. 

Four Corners Exploration Co. is in 
volved in exploration for uranium in 
the Ambrosia Lake district of New 
Mexico. 

Holes drilled to about 1,200 ft. for 
helium-bearing gas near Navajo, Ariz., 
have vielded good results. This is the 
area in which Kerr-McGee Oil In 
dustries, Inc., plans to build a helium 
plant. C. C. Smith Drilling Co. of 
Lubbock has been among the more 
active contractors here. 


Development of "upside-down" 
drilling, a technique for boring large- 
diameter holes, is providing consid- 
erable work for several contractors 
in connection with uranium mining. 

Most of this activity is centered 
around Grants, N.M. 

The process is used to make holes 
from the surface into mine drifts, or 
tunnels, for use as ventilation o1 
escape shafts, or for transmission of 


fill. 


The technique involves: [!)} drilling 
a small pilot hole to a mine tunnel 
with a conventional rotary rig; (2 
attaching a large, specially designe 
bit from inside the tunnel; and (3] 
reaming to the surface. 

Says Irving Rapaport, manager of 
Four Corners Exploration Co., “Chief 
idvantage of the method lies in the 
fact that the mining areas usually ar 
highly fractured and ceptible to 
circulation loss.” 

Compressed ai used as the ci 
culat dium in upside-down drill 
ing. This decreases the hazard of stuck 


tools and increases the rate of pene 


OTY lm 


tration 
Says Rapaport 


bit wear nor bearing fatigue has been 


‘Neither excessive 


d, as we are obtaining 250 


experience 
ft. to 400 ft. of hole fro1 
bit 

Dril ing a 
requires considerable 
insure that the shaft meets the tunnel 

“Conventionally drilled holes often 
deviate a considerable distance from 
their surface locations,” says Rapaport 
“and a 6- to 10-ft. mine passageway 
1 tough target at 300 or 400 


ft.—especially when extensive surface 


n retipped 


vent shaft to hit a mine 
preparation to 


can be 


ind underground surveying is required 
to locate its position 

“Tt is usually imperative that the 
drill hole penetrate the 
in exact predetermined 


underground 
workings at 
point.” 
Previously drilled exploratory holes 
ire sometimes encountered while dig 
ging tunnels. These existing holes can 
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to waterflood operators who 
do not fracture wells 





A few operators are still afraid to fracture waterflood injection and producing wells 
in spite of the fact that fracturing programs for waterflood projects are widely 
accepted. Here are some questions frequently brought up by these operators. The 
answers are based on records of thousands of treatments performed by Dowell. 


QUESTION: 


Will fracturing hasten break- 
through between injection and 
producing wells? 


ANSWER: 


Generally speaking, no! A poorly- 
designed fracture treatment of a 
producing well — performed too 
early in the life of a flood — can 
hasten breakthrough. In practice, 
however, this seldom happens. 
Normally, breakthrough has 
been either unaffected or actually 
retarded by Dowell-engineered 
fracture treatments that were per- 
formed at the correct time. 


QUESTION: 
Will a premature breakthrough 


reduce ultimate economic recov- 
ery? 


ANSWER: 


If breakthrough does occur be- 
tween an injection and a produc- 
ing well, loss can usually be 
avoided by an appropriate change 
in the well pattern. 

Dowell-engineered fracturing, 
however, has generally reduced, 
rather than increased, premature 
breakthrough. 


QUESTION: 


Will breakthrough to formation 
water reduce economic recovery? 


ANSWER: 


Loss can usually be avoided by 
changing the pattern of produc- 
ing wells and injection wells. If 
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formation water is likely to be a 
problem, however, Dowell engi- 
neers often design treatments to 
avoid breakthrough. 


QUESTION: 
Will fracturing affect water/oil 
ratios? 

ANSWER: 
Not in a consistent manner. 
Water/oil ratios may be in- 
creased, unchanged or reduced by 
fracturing. This is usually unim- 
portant, however, since a water- 
flood that has been fractured 
should accommodate a higher 
water cut economically than one 
that is operated without fractur- 
ing. Dowell engineers design 
treatments on waterflood wells to 
avoid excessive water production. 


QUESTION: 


Will fracturing increase water 
handling costs? 

ANSWER: 
Fracturing programs have gen- 
erally reduced water handling 
costs per barrel of oil produced. 
The daily costs of water handling 
may be increased, since so much 
more water is being handled, but 
oil production is usually increased 
so much that cost per barrel of 
oil is reduced. 

Dowell engineers regularly de- 
sign fracture treatments to mini- 
mize water pumping costs. 


QUESTION: 
Will fracturing costs reduce net 
profits? 


ANSWER: 


Fracturing costs have been negli- 
gible when compared with the 
savings realized. When successful 
fracturing programs are employed, 
fewer wells are required and well 
spacing can be wider. Since frac 
jobs are considerably less expen- 
sive than the drilling of new wells, 
the investment required for a given 
flood is decreased rather than in- 
creased by a successful, well- 
planned fracturing program. 

When a successful fracturing 
program is initiated, daily pro- 
duction is increased while operat- 
ing costs are affected little if at 
all; the result is lower operating 
costs per barrel of oil. 

Dowell- engineered fracturing 
programs have been outstanding 
in helping waterflood operators 
increase net profits. 

To summarize, waterflood op- 
erators have everything to gain 
by checking on the advantages 
of fracturing wells in a flood. 
For full information, call your 
nearest Dowell representative. 
Dowell services and products are 
offered from more than 150 of- 
fices and stations in the United 
States, Canada, Venezuela, Ar- 
gentina, Germany, France and 
the Sahara area. Dowell, Tulsa 
1, Oklahoma. 


SERVICES FOR THE OIL INDUSTRY 


<-> 


DIVISION OF THE DOW CHEMICAL COMPANY 
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often be reamed to a larger size tor 
a mine vent, he adds 


The usual procedure is to drill a 
4!/,-in. exploratory hole, then ream it 
upward from the bottom with pro- 
gressively larger bits. 

Most contractors use an 8 4/5-in 
bit first, then one 13% in. in diam 
eter. Holes up to 36 in. in diameter 
are possible, but it appears 24 in. may 
be the maximum economic size. 

“In my opinion, holes in excess of 
24 in. may not be economic with a 
light rig at depths below 300 ft.” 
Rapaport says. “And drill pipe also 
takes a severe beating in holes over 
24 in. in diameter.” 

Holes averaging 300 ft. in depth 
can be completed in approximately 
24 hours, including drilling, reaming, 
ind the time required to attach the 
bit underground and set surface pipe 
to solid rock. 


No major mechanical problems 
have appeared, but broken drill 
pipe, underground dust, and the pos- 
sibility of caving present some diffi- 
culties in upside-down drilling. 

Rapaport calls twist-off “the chief 
danger” because of the lightweight 
pipe used, but says he knows of only 
two such failures, both in 36-in. holes 

The reaming process creates a large 
amount of dust in the mine, making 
working conditions there intolerablk 
For this reason, much drilling is done 
in parts of the mine not currently in 
use, or over weekends, when they are 
not being worked. A water spray at 
the base of the hole helps reduce the 
amount of dust 

There is sometimes danger of cave 
ins because the surface area often is 
composed of 50 to 80 ft. of highly 
unstable alluvium and dune sand. 
There have been two reported in- 
stances of the ground caving in, but 
men and rigs escaped injury or dam 
age both times 

The cave-in danger can be coun 
tered by placing long timbers beneath 
the rig, or by drilling and casing a 
large hole through the incompetent 
sediments prior to upside-down drill 
ing. 

Four Corners has drilled some 20 
upside-down holes in the Grants area 
Phillips Petroleum Co. and Lee Ansel 
Drilling Co. have accounted for 20 
more. 

Four Corners has used Failing 1500 
HD Holemaster rigs for the work. 
They have specially made jaws that 
grasp the drillpipe and apply upward 
pressure with the rig’s hydraulic pull 
down. Rigs with chain pull-down also 
can be used, but they require that a 
cellar be dug to permit breaking out 
pipe. 

Kellys are not used 


26 / EXPLORATION, DRILLING, PRODUCTION 





TERMINAL CHAMBER 


TRANSFORMER 


MELT WATER CHAMBER 





PUMP AND MOTOR 


CORE BARREL 








CORE CUTTER 


ORILL HEAD 


THERMAL DRILL 











ELECTRO-THERMAL ‘DRILL’ is 23 ft. 


long, contains heating element in “bit.” 


ICE CORE must be removed from drill 


each time it bores through 10 ft. of ice. 


Hot ‘Drill’ Penetrates Ice 


Army engineers in Greenland are 
penetrating nearly two miles of ice 
with an electro-thermal ‘‘drill'’ that 
could be of significant use in pros- 
pecting for oil in polar regions. 

The electrically heated wireline drill 
was developed for the Army by Pollak 
& Skan, Chicago consulting engineers, 
because mechanical drilling method 
similar to those used in rock drilling 
do not work well in ice below 1,300 ft 
in depth. 


It is anticipated that bedrock will 
be reached under as much as !2,000 
ft. of glacier ice by use of the ther- 
mal drill. 

The Army engineers hope to obtain 
data on temperature profiles, flow 
velocity profiles, seismic wave veloc 
ities, and chemical composition for 


use m varioi nilitary 
They al want to determine the plas 
ticity of ice as a function of depth and 
tre onditions, and they want to 
know whether there is wet ice neat 


bedrock 


ipplications 


Oil men could make use of the 
thermal drill in seismic prospecting in 
areas covered by thick layers of ice 
and snow. 

Seismic methods are still uncertain 
when thick ice is encountered. 

Using the thermal drill, a hole can 
be bored down to the bedrock and the 
equipment placed in direct 
contact with solid rock, permitting 
more accurate readings than are now 


Seismic 


possible 


The 23-ft.-long thermal drill, as its 
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name implies, melts its way through 
ice by means of electrically generat- 
ed heat and its own weight. It is the 
first known device capable of reaching 
the bottom of many arctic ice forma 
tions. 

The drill weighs 800 Ib. and cuts 
a hole 61% in. in diameter. An annular 
heating element 6% in. in diameter 
operates at 400F at the bottom of the 
drill. It melts away the ice around a 
core, which is retained inside a cham 
ber in the drill. The melted water is 
pumped into a tank toward the top of 
the drill. 

The drill will cut one 10-ft. core 
it a time. It must then be taken to 
the surface, where the core is removed 
ind the melted water discharged from 
the tank. 


Average drilling speed is 6 in. per 
minute. There is not much variation 
from this speed, since ice has fairly 
uniform density, especially compared 
to conditions encountered in drilling 
through rock. 

The drill is suspended from a 30 
ft. tower bv a steel cable, through 
which clectric power passes from a 
generator on the surface. The 12,000 
ft. cable contains 12 electrical conduc 
tors. It is controlled from a winch on 
the surface. 

A diesel generator supplies 2,300 
volts, which a transformer contained 
in the drill reduces to 230 volts for 
use in the heating unit 


The hole is not cased during drill- 
ing. Wall collapse is prevented by 
keeping the hole filled with diesel oil 
during operations. The drill operates 
entirely submerged in the oil during 
the operation 

The hole formed by the melting is 
somewhat larger than the drill itself 
This permits the oil to flow around 
the drill when it is pulled out or in 
erted. The drill is raised and lowered 
slowly, however, because of the pres 
sure, and to prevent oil spillage. 

The drill cannot safely move faster 
than 25 ft. per minute when going in 
or out of the hole. This speed limita 
tion causes no problems when drilling, 
since it is considerably faster than the 
drilling speed, but it is quite time 
consuming at depths, 
when the drill must be withdrawn and 
emptied every 10 ft. 

[he drill is built solidly enough to 
withstand the pressure of a 12,000-ft 
column of oil. 


considerable 


Some problems exist in drilling a 
straight hole, but close manufactur- 
ing tolerances help minimize them. 
Ihe outside diameter of the drill does 
not vary more than 1/64 in. from its 
6\%-in. diameter over its entire 23-ft 
length. 
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Urge Use of Separate Drillstrings 
For Study of Corrosive Muds 


Some Canadian drilling contractors 
may begin using separate drillstrings 
for electrolytic and nonelectrolytic 
muds. Reason: to determine what cor- 
rosive effects electrolytic muds have 
on equipment. 

This is the recommendation made 
by an engineering subcommittee of 
the Canadian Assn. of Oilwell Drill 
ing Contractors. 

It was made after the subcommittee 
reported “discouraging” results in its 
search for data and information on 
corrosive effects of electrolytic 
mud on drilling equipment. 

The subcommittee sought to deter 
mine: (1) the effects of electrolytic 
mud on equipment, as compared with 
nonelectrolytic muds; and (2) if ad 
verse effects were found to exist, what 
economical methods are now available 
to combat them. 

“Unfortunately,” the 
“The problem is a very real one, and 
will continue to grow.” 


Though electrolytic-type drilling 
fluids have been used in several areas 
of the U.S. for many years, they are 
relatively new to Western Canada. 

The subcommittee noted that infor 
mation received from some areas in 
the U.S., where electrolytic muds are 
used because of rftecessity rather than 
choice, indicate that corrosion of drill 
ing equipment is accepted as one of 
the factors involved in drilling in thos« 


pr »ssibly 


report said, 


areas 

In Canada, more than 80 holes have 
been drilled with electrolytic-type drill 
ing fluids 

[he subcommittee 
while the existence of corrosion was 
found in the majority of cases in which 
electrolytic muds were used, “it also 
was simply something 


reported that 


accepted as 
unavoidable 

“No effort was made to determine 
the effect on equipment life. In some 
cases, corrosion inhibitors were used, 
but again, no information is available 
on the effect of the inhibitors, or as 
to the economics of use.” 


Chromate-type inhibitors have been 
used in three-quarters of the holes 
drilled with electrolytic muds in Can- 
ada. But here again, results are not 
known. 

The subcommittee reported that 
several corrosion inhibitors are com 
mercially available, with the majority 
being chromates, in one form or an 
other 

Some of the extreme pressure lubri 
cants have been found to act as fairly 


good inhibitors in electrolytic drilling 
fluids, the subcommittee added. 

Other types of inhibitors used in- 
clude formaldehyde, lime water, and 
pH control with other various chem- 
icals. 


It's been found that while the basic 
fluid of electrolytic drilling fluids is 
corrosive, the rate of corrosion can 
be accelerated by increasing the 
amount of oxygen in the fluid and 
contamination by soluble salts. 

When hydrogen sulfide is a con 
taminant, the subcommittee said, then 
the structure and composition of the 
metal becomes a very important fac 
tor. 

In its simplest form, corrosion fa 
tigue (as related to drill strings) may 
be considered as notch fatigue in 
which a stress-concentration point has 
been formed by a corrosion pit, and 
the fatigue process is hastened by the 
corrosion, the report added. 


A solution of the problem, even 
with suitable inhibitors, demands a 
knowledge of the economics involved. 

The subcommittee noted that this 
can be determined only by the avail 
ability of comparative data. The re 
port continued: 

“It is realized that the step neces 
sary to obtain this data would involve 
additional cash expenditures, not only 
in compiling data, but in purchasing 
additional equipment and incurring 
ill related costs. . . 

“However, as with other problems, 
the solution cannot be obtained with- 
out research. . .” 

Therefore, the subcommittee said, 
it is recommended that all drilling 
contractors in Western Canada ac 
cumulate such data on electrolytic 
drilling fluids and that data also be 
collected as to the effectiveness and 
economics of using currently available 
corrosion inhibitors. 

The subcommittee noted that main- 
taining a separate drillstring for use 
with electrolytic drilling fluids “would 
not cost more, over-all, because the 
drillstrings used exclusively for non- 
electrolytic fluids would last longer.” 

The subcommittee recommended 
further that records be maintained on 
drillpipe and collars as to footage and 
hours drilled, weight on bit, rotary 
speed, type of mud used, depths 
drilled, nature of drilling (crooked 
hole, hard or soft formations, and 
such-like), cost and type of mainte 
nance, cost and type of failures, pene- 
tration rates, and cost per foot drilled. 
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Drilling Costs Can Be Cut Further 


AAODC’s Warren Baker spells out some cost-cutting 
ideas for both contractors and operators. 


Operators and contractors must— 
and can—effectively reduce costs of 
drilling and completing wells. 

[hat is one of the points stressed 
this week by Warren L. Baker, execu 
tive vice-president of the American 
Assn. of Oilwell Drilling Contractors 

Baker suggested 
which such costs can be cut in a talk 
to the Mid-Continent District, Divi 
sion of Production, American Petro 
leum Institute, in Tulsa 

“What is good for operators is good 
for contractors,” he said, “and what 


is good for contractors also is good 


several ways in 


for operators 

“Pushing the 
bills to some other party involved in 
the operations is not any economy. 
\ more economical over-all operation 
for both contractors and operators 
must be the goal which both parties 
must seek.” 


responsibilities and 


One way to cut costs: operators 
should stop requesting submission of 
many bids. 

Baker said this practice has in 
creased so sharply in recent years it 
a general policy, rather 
Such bid prepa- 
manpower, and 


has become 
than the exception 
rations take time, 
money, he added 

Estimates on the cost of submitting 
a bid range from $100 up to $300, 
depending on distances contractors 
must travel in inspecting the location, 
completeness of bid specifications, and 
the like 

Such contract bid expenses run into 
millions of dollars yearly, he added. 
Che question of whether a large num 
ber of bids is needed, Baker said, 
should be given careful consideration 
by producers. He added that it is 
likely’ producers can get as good a 
price from five or six bidders, as from 
many more 


Better bid specifications and mul- 
tiwell contracts also can save money 
for both contractors and operators. 

Before contractors can submit an 
intelligent bid, Baker said, they must 
know what they are to furnish, the 
risks for which they are to be respon 
sible, plus information on many phases 
of the drilling program 

Baker said that bid expenses for 
both groups are increased by failure 
to provide necessary information. In 
requesting bids, operators should spe 
cify the proposed mud program, pos- 


sible pressures to be encountered, 


28 / EXPLORATION DRILLING, PRODUCTION 


crooked-hole possibilities, and nam¢ 
and locations of other wells drilled to 
the same formation in the area 
Specifications should include info: 
mation on the mud, coring, logging 
ind casing programs. 

The contractor should 
himself with the specifications and 
requirements of the operator, plu 
local drilling conditions, he said 

Baker continued that the indust: 
is not taking full advantage of letting 
multiwell contracts. 

He cited a case in northern Okla 
homa where properly planned multi 
well contracts have led to an over-all 
reduction in drilling costs by m 
than one-third, despite increased labor 
and material costs. 

In this case, locations are plann 
ahead, all preliminary site work 
done in advance of moving tools t 
the location, drilling of rat holes h 
been eliminated, surface casing is set 
with cable tools, and when rotary tox 
are moved in, drilling starts with 
minimum of lost time. 

Drilling time also has been reduc 
through use of more weight, better bit 
programs, and not mudding-up until 
just before coring operations. Corin 
time, too, has beef reduced through 
use of longer core barrels and cuttin 
of full-gauge cores. This program, said 
Baker, has led to a 40% decrease 
actual rotating hours, and a 60% d 
crease in average rotary time per wel 


acquaint 


Haste in various operations, un- 
necessary cement time, and use of 
smaller casing also raise costs or 
create difficulties. 

Baker said that haste can lead t 
extra costs in several ways which, col 
lectively, add substantially to total 
costs. Hurried rig moves could lead to 
unnecessary transport charges; rushing 
bid preparations could cost several 
long distance calls; and safety and 
maintenance may be overlooked add 
ing risks which can run into money 

Concerning cement time, Baker 
noted that some contracts continu 
to require 48 hours of cement waiting 
time on surface strings, though othe: 
are experiencing no difficulties when 
waiting only 24 hours. And some con 
tracts continue to call for 72 hou 
cement time for production string 
though experience has shown 48 hours 
are adequate. 

“Some companies have reduced 
waiting on cement time as much 
three days by allowing 24 hours on 


man iTCa 
ther than 10%4-in 
But while this 
on 18 So 


doubt 


ulties are 
man 
“which 


rrerence in 


Unrealistic mud specifications can 
boost costs. And use of bulk mud 
can reduce them. 

Mud specificat | area where 

I 1 pl planning 


perator can 


lls have 
varving 

th holes 

mud com 
itistactor 
logging. ‘he 
Baker added, 
luirements of 


the over-all 
through us¢ 
not ippreci 
ud that on 

LU ot 


spent 
n, the 


1 storage 


Several other approaches to cost- 
cutting can be taken. 

On r th uid Baker, is a relaxa 

lation 

proved that 

can 

iations 

harp 

in cut costs 

uid 


guirement 


height 


iccel 
ration between 


by consulta 
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SERVCO TOOL GUIDE 


8S ways to lower drilling costs 


JUNK MILLS Tough, rugged tools for chew- 
ing up bit cones, packers, drill pipe, junk 
of all kinds—at rates that make fishing 
uneconomical. 


HOLE OPENERS Rock Bit Type: Opens hole 
up to twice the bit diameter in hardest for- 
mations. Also, Blade Type increases hole 
diameter up to 17”, simultaneously with 
drilling, in soft to medium formation. 


TAPER MILLS Mill collapsed casing, enlarge 
holes through adapters or retainers, mill 
out dented casing, and for general reaming. 


REAMER-STABILIZERS Keep hole to gauge 
in the roughest, sharpest sands. Save rig 
time and money by eliminating double 





drilling and separate reaming operations. 
SERVCOLOY “W” resists wear 5 to 10 times 
better than conventional hardfacing. 


SERVCO tools make downhole milling and drilling 
safe and economical. The secret of their 
phenomenal performance lies in the amazing 
material called Servcoloy. Developed by SERVCO 
and protected by patents, and constantly improved 
through research and field usage, Servcoloy 

fully utilizes carbide’s cutting properties while 
overcoming its inherent brittleness. Are you 
profiting from its use? Your SERVCO represen- 
tative will be glad to tell you how. Call him today. 
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SECTION MILLS Mill any length section at rates 
up to 4’ per hour. Often complete window cut 
with one set of arms. Mill all weights of casing 
from 5” to 13%” O.D. 


PILOT MILLS Mill wash pipe, casing, liner, liner 
hanger, drill pipe or tubing at rates up to 10’ 
per hour; drill collars up to 2’ per hour. The 
perfect tool for swaged casing completions. 


ROTARY SHOES Difficult washover and milling 
jobs completed in a fraction of the time required 
by conventional shoes. Tooth type to cut forma- 
tion; perforated type to cut iron and formation. 


STABILIZERS Welded Blade Type: rugged, low 
cost tools with welded wrap-around wings. 
Model “B”’: Replacement wings quickly changed 
without removing body from string. SERVCOLOY 
“W” makes tools last 5 to 10 times longer than 
conventional hardfacing. 


SERWVCO 


... the modern drilling tools 





General Offices: 2440 Cerritos Ave., Long Beach 6, California 

Canada: 6909 104th Street, Edmonton, Alberta 

Venezuela: Maracaibo 

France: 106 rue Lauriston, Paris 16 

Trinidad: San Fernando 

Field Offices: Ventura, Bakersfield, Lafayette, Harvey, Casper, 
Oklahoma City, Houston, Odessa, Williston 





WHAT REFINERS SHOULD EXPECT 
FROM ANTIKNOCK SUPPLIERS... 


NOW, AND IN THE FUTURE 


Today’s gasoline is a mixture of many hydro- 
carbons and it is also a blend of many impor- 
tant decisions on the part of the refiner. 

One important decision today is how to bring 
into agreement four factors—fuel composition, 
car population requirements, the best antiknock 
for a specific fuel and marketing objectives— 
to produce the most satisfactory and most prof- 
itable fuel. 

The solution to the problem of matching 
fuel composition and antiknock is a complex 
one but, at the same time, one that can be re- 
warding in terms of better road performance 
at the same or less cost. Essentially it involves 
the optimum allocation of components and the 
blending of the right antiknock in the right 
concentration. 

The selection of the antiknock is vital for it 
can contribute to the correction of an anti- 
knock deficiency in a fuel, such as unsatisfac- 
tory motor octane and/or road performance, 
and at the same time reduce costs. 

Changes in engine design and engine size are 
changing the octane requirement of the car 
population. Especially do foreign and compact 
cars have their own peculiar demands for fuel 
that will operate them satisfactorily at an eco- 
nomical cost. 


Because there are so many factors that must 


be taken into consideration, the problem be- 
comes quite complex. It is here that the anti- 
knock supplier should be in a position to help 
in arriving at the best possible solution. That 
is why Ethyl is now even more actively engaged 
than ever in a program that will enable us to 
assist refiners in finding their own individual 


answers to: “Which antiknock—exactly.”’ 


MLA:75O 
© ze 


VEL°TML & SISTING 


TL \ MLA-280 


No single antiknock enough 
In prior years, changes in fuels and fuel-engine 
relationships were met satisfactorily by changes 
in the formulation of the one antiknock com- 
pound universally used by the oil industry. 
Today, however, because the hydrocarbon 
composition of components varies from com- 
pany to company—and even between refineries 
in a single company—no one antiknock can 
any longer be best for the whole industry or 


even for a single company. Therefore, to meet 
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the industry’s needs, Ethyl is now offering a 
number of antiknock compounds. 








LABORATORY TESTING 





x 














DATA PROCESSING 


Ethyl takes action 
To assist refiners in the selection of the anti- 
knocks best suited to their needs, Ethyl has 
broadened its long-term program of matching 
fuels and antiknocks. A number of antiknocks, 
and combinations of antiknocks, are being 
tested in hundreds of gasoline blends from 
many refiners. These tests are for both labora- 
tory and road rating and will be related to cost 
effectiveness. This project will produce a wealth 
of timely information for the individual refiner. 
From this information it will be possible to 
make precise selection of an antiknock to in- 
sure optimum processing balance and mini- 
mum refining costs. In addition, an antiknock 
thus selected might well supply a refiner with 
an exclusive and promotable benefit that can be 
invaluable in the marketing function. 





No substitute for experience 
Long experience in the technology of anti- 
knocks is necessary for the development of new 
antiknocks and their manufacture. Knowledge 
of the manufacture of one antiknock does not 
necessarily mean the knowledge required for 
the manufacture of another. While there may 
be surface similarities, there are often signif- 
icant differences. 

It is also experience that is the necessary in- 
gredient in holding costs down. The successful, 
economical production of a finished product 
results from a complete know-how of the many 
processes involved and their economical opera- 
tion. 

Ethyl, with its 37 years’ experience in this 
field, feels that it is especially suited to be of 
invaluable assistance to any refiner, regardless 
of size, who is facing the problem of: *“Which 
antiknock for us!” 


Ethyl Corporation 


LOS ANGELES 
ETHYL USA (EXPORT) New york | 


NEW YORK + TULSA « CHICAGO + HOUSTON 


ETHYL CORPORATION OF CANADA LIMITED, Toronto 
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What’s New 


Louisiana Offers 230,000 


Acres for Lease 


The Louisiana State Mineral Board 
will hold the state's second-largest 
lease offering Apr. 20, with more than 
230,000 acres, both onshore and off- 
shore, going on the block. 

The offering includes 42 offshore 
tracts totaling 116,000 acres, and some 
100 tracts in south Louisiana amount 
ing to 102,000 acres. 

The state’s largest lease sale was in 
February, 1959, when 256,297 acres 
were offered. A record bonus of $57, 
726,445 was paid for 152,384 acres in 
that sale 

as 


Texas Land Sale 
Nets $1,837,000 


The University of Texas’ auction of 
oil and gas leases last week netted 
$1,837,000 for 28,000 acres. 

Humble Oil & Refining Co. leased 


seven tracts, totaling 1,125 acres, in 
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Ward County for $446,000 bonus, 
plus the usual one-eighth royalty. Th 
high bid of the sale, $140,000 for a 
160.65-acre tracts, was included in 
this group. 

The leases sold are in Andrews, Mat 
tin, Upton, Reagan, Crockett, Terrell, 
Pecos, Ward, Loving, Culberson, and 
Windler Counties. 

This was the 43rd auction of leases 
on University of Texas land. Previous 
sales had brought $160,756,092 
bonuses for 1,400,873 acres. 


Operators expect to recover more 
than 30-million bbl. of oil from two 
waterflood projects in West Texas. 

Pan American Petroleum Corp. and 
others estimate additional recovery of 
25-million bbl. under a_unitization 
project approved by the Texas Rail 
road Commission for Midland Farm 
field, Andrews County. The program 
calls for water injection into 16,089 
acres of the Grayburg formation at 
4,800 ft. 


Shell ACT System Is Offshore’s Largest 


This 10,000-bbl. surge tank was in- 
stalled recently by Shell Oil Co. in the 
Eugene Island Block 18 field off Louisi- 
ana, It is part of the company’s auto- 
matic custody transfer system that will 
meter and check some 8,500 b/d of crude 
and condensate from 57 oil and four gas- 
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condensate wells in the field, making it 
the largest such installation off the Louisi- 


ana coast, according to Shell. A 500-bbl. 
“bad oil” tank (rear of picture) and the 
ACT system are supported on one plat- 


form, made of precast concrete, as is the 
platform supporting the surge tank. 


Standard Oil ¢ f Texas antici 
pates recovery of 5.1-million additional 
bbl.. by waterflooding five leases in the 
latan-Howard area of Howard and 
Mitchell Counties 


A $5-million gas cycling project 
has been approved by operators for 
a field in Alberta, and a company 
has been formed to build and oper- 
ate a previously announced $1 3-mil- 
lion plant in another Alberta field. 

Canadian Superior Oil of Califor 
nia, Ltd., as operator, million 
plant in Harmattan-Elkton Unit No 


be built as an addition to an 


ir, says a $5 


1 wil 

nservation plant, and will 
100-million cf/d 
from the field gas cap and some 10 
million cf/d from the 


vill produce 


ipproximate ly 


conservation 
in estimated 
Che plant is 

ready for operation by 
January, 1962. Application for approval 
has ve ve made to the Alberta Oil 


t ndensate 


d, Petrogas Proc 
organized by 28 
to own, con 

1 2 1] 
$13-million gas 


manufacturing 


lent and 
on | ike 


Ltd., 1 


A turbodrill has been used success- 
fully by a French company to clean 
and redrill a sand plug in a producing 
well. 
| rol, used a 
gt polsky turbodrill 

)30-ft. Paris Basin well which 
sanded up er 60 ft. on bottom 

Che turbocleaning equipment was 
built by Soc. Eur d’ Equip 


ment de Turbs rag Pari 


peenn 


New Soviet equipment for deep 
drilling will be tested on a hole 
planned to be the deepest yet in the 
USSR. 

Ihe hole, which is scheduled to be 
started in May, 


19.700-ft m the 


is programmed fot 
Apsheron Peninsula 
f Azerbaijan 

4 combination of rotary and tur 
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bine drilling will be used, according 
to the publication Ekonomicheskaya 
Gazeta. 

= 


Producing Properties, Inc., Dallas, 
has paid $18-million for the oil and 
gas holdings and nonproducing acre- 
age of Shoreline Petroleum Corp., 
San Antonio. 

Involved in the deal are 260 net 
oil and gas wells in Texas, Oklahoma, 
Kansas, Nebraska, Illinois, New Mexi 
co, Colorado, and Wyoming, plus 
55,000 acres of undeveloped 
leases. Oil production approximates 
2,200 b/d net and gas production ex 
ceeds 25 million cf/d. 

Robert J. Bradley, PPI board chair 
man, says the purchase adds 1 3-million 
net bbl. of crude and 70-billion net 
cu. ft. of gas to his company’s re 
serves. 

Viking Drilling Co., San Antonio, a 
Shoreline subsidiary, was not involved 
in the transaction. 


some 


Lone Star Producing Co., Dallas, 
has contracted to buy the interests 
held by R. L. Kirkwood, San Antonio, 
in 101 oil wells and 21 gas wells in 
Southwest Texas. 

I: ffective date of the transfer is ret 
roactive to Feb. 1. Purchase pric 
was not disclosed. 

I'he wells are in Atascosa, Live Oak, 
Goliad, Dewitt, Duval, Webb, Re 
fugion, and Bee Counties 


Shell Oil Co. will build a multi- 
million-dollar gas processing and sul- 
fur plant in the Bryans Mill gas field, 
Cass County, East Texas. 

rhe plant, which is scheduled to go 
into operation at the end of the year 
is designed to process 30-million cf/d 
of gas and produce 5,700 b/d of con 
densate, 130 long tons a day of sulfur, 
ind 18-million cf/d of residue gas. 


A technical report on fracture con- 
ductivity has been prepared by 
Dowell Division of Dow Chemical Co. 
to be used in conjunction with its 
"Frac Guide" (P\W—Mar.13’59,p21). 

Ihe report, based on experiments 
in the Dowell laboratories, contains 
information on the single-point entry 
technique, designed to obtain a sin 
gle, high-capacity fracture instead of 
multiple fractures, and the use of 
monolayers of propping agents in frac 
tures, as opposed to packing. 

The report is available 
charge from Dowell in Tulsa. 


without 
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Skelly Oil Co. was high bidder at 
the sale of oil and gas leases by the 
Oklahoma School Land Commission 


last week. 
Skelly bid $15,798 for a half inter 


est in 155.4 acres in 8-24n 
24w, Ellis County. 
Bids on 40 of 43 


section 


tracts offered 


amounted to $146,256 for 5,120 acres. | 


Drilling Highlights 


Oklahoma—Mobil Oil Co. No. 1 
Horton, section 14-15n-l5w, Custer 
County, was dually completed for 158 
b/d of 42-gravity oil and 800,000 cf/d 
of gas through 10/64-in. choke and 
perforations at 9,722-78 ft. in the Os 
wego. This is the first oil production 
in the county. The well previously was 
completed in the Meramec for 1,017, 
000 cu. ft. of gas and 8 bbl. of con 
densate in 15 hours through perfora 
tions at 13,192-215 ft. The 
is 7 mi. east of North Custer pool. 


discover 


British Columbia—Union Oil Co 
of California No. 4-14 Zama Lake, 
lsd 4-14-111-9w6, 75 mi. southeast of 
Kotcho Lake gas field in the northeast 
quarter of the flowed 10 
million cf/d of gas on drillstem test 1 


the Watt Mountain at 5,114-46 ft 


province, 


West Texas—J. E. Jones Drilling 
Co. and Blanco & Stolz No. 1 Wil 
kinson, section 2, block 34, T-1-N 
’&P survey, Martin County, was com 
pleted for 232.6 b/d of 39-gravity oil 
through perforations at 7,512-17 ft 
and 7,522-26 ft. in the Spraberry 
[he well is 4 mi. west of the Varel 
San Andress pool, Howard Count) 


Kansas—Sunray Mid-Continent Oil 
Co. No. 1-A Melville Harper, section 
18-34s-2]w, Clark County, flowed 1.1 
million cf/d of gas through perfora 
tions at 5,374-90 ft. in the Morrow. 
Ihe discovery is 2% mi. north of 


Snake Creek pool. 


Alabama—Hunt Oil Co. No. | 
l'yler Odom, section 13-3n-4w, Wash 
ington County, after 
depth record of 


was abandoned 
setting a new state 
18,716 ft., 3,057 ft. deeper than the 
old mark set in 1948. The ventuye had 
some oil and gas shows 

Northwest Territories—I mperial Oil 
Ltd., and Sun Oil Co. No. 7-I° Netla, 
60 degrees, 40 minutes, 15.04 seconds 
north latitude, and 122 degrees, 46 
minutes, 15.02 seconds west latitude, 
north of Celibeta Lake, 
of 6.8-million 


Middl 


some 95 mi 
flowed gas at the 
cf/d on drillstem test of the 


Devonian at 6,394-442 ft 


rate 


& 


& 


iT COSTS 
YOU LESS 
THAT WAY 


| MARTIN RUBBER & 
DUCK RINGS give excellent 
life in dirty abrasive fluids 
. . high or low gravity ... 
much or little water ° 
shallow or deep wells. They 
last for years in the easier 
pumping wells. Replacement 
rings cost comparatively little. 


y MARTIN PLUNGER BOD- 
IES, precision grooved, drilled 
and threaded (no underneath 
fluid passage), usually last for 
years. Tube or barrel costs are 
often cut in half. 

’ The replaceable SYNTHET- 
IC RUBBER GUIDES in MAR- 
TIN CAGES last longer than 
any metal, and the cushioning 
of the ball increases your ball 
& seat life. Results are often 
truly amazing. (Patent No. 


2,591,174) 


Write for our new catalog 
or see it in the Composite 
(24th Edition). All prod- 
ucts sold thru supply com- 
panies. 
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Which strategy would you chose in introducing a new product? 


PLANT SIZE PRICE STRATEGY 


HIGH? BIG PLANT 
MEDIUM PRICE 











BIG PLANT 
LOW PRICE 


BIG PLANT 


2 
stash HIGH PRICE 








MEDIUM? 





SMALL PLANT 
LOW PRICE 


SMALL PLANT 
MEDIUM PRICE 





SMALL PLANT 
HIGH PRICE 


Two possible answers: 


Estimate the ‘regret level’ 


MINIMUM REGRETS 


LOW 
PRICE 


? 
SMALL: Low? 



































Estimate rates of return for three levels of demand 
MINIMUM RISK 


MEDIUM 
PRICE 


14% 


HIGH 
PRICE 


MEDIUM 
PRICE 


LOW 
PRICE 


12% Looe 0 2 4 


SMALL 
PLANT 6 6 8 


HIGH 
PRICE 


16% 








BIG 
PLANT 


SMALL 
PLANT 


HIGH 
DEMAND 








10% 10% 8% 














BIG BIG 
PLANT MEDIUM PLANT 


DEMAND 


10% 7% 12% 


MEDIUM 
DEMAND 








SMALL 
PLANT 


SMALL 


13% [ate | 6% | SMAU 














° BIG BIG 
0% PLANT 6 4 PLANT 


SMALL SMALL 
PLANT ‘ 0 3 PLANT 


—_90 —1° 
_ 2% 1% 


DEMAND 








2% 4% 1% 
































(The estimates are determined by (The ‘regret level’ is the deviation from the 


computer simulation) highest rate of return in each demand category) 


Science Clarifies Risk—and Regrets 


Oil and chemical companies are 
becoming increasingly concerned 
with a problem that is important to 
them both: determining strategies for 
introducing new products. 

This month, chemical engineers in 
oil and other companies in the East 
will discuss this problem at a regional 
gathering of the American Institute of 
Chemical Engineers. 

With the rash of new petrochem- 
ical products pouring from processing 
laboratories every year, oil and chem- 
ical companies often must cope with 
costly pilot tests before the companies 
can expand productive capacity and 
decide on market strategy. 
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One tool has emerged that may 
make costly market tests unnécessary 
—venture analysis. 

It is this topic that will occupy th 
chemical engineers this month, at th« 
Philadelphia meeting of AIChE 


Through venture analysis, manage- 
ment can weigh numerous alterna- 
tive courses of action and, at the 
same time, keep an eye on the risks 
introduced by forecast uncertain- 
ties. 

Venture analysis, broadly defined 
has always been a part of the oil in 
dustry’s approach to new product 
commercialization. 


introduction of 


But through the 
much higher de Tce ot 
n and a broader range of 


mputers, l 
sophistic iti 
inaly IS 1S 


One engineer 


made pi ible 

who has made this 
clear is Sigurd | Andersen, of § I 
du Pont de Nemours & Co. Anderson 
poke earlier this year to AIChE, ex 
plaining how he would apply venture 


inalysis to a new-product problem 


Venture analysis, although a com- 
plicated tool, can be crystalized into 
a rudimentary form. 

In actual practice, 
faced with a myriad of decisions, cov 
of possibilities, 


management 1s 


Cring a wide range 
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when it decides to manufacture a new 
product. 

But only two variables—plant size 
and pricing strategy—need to be con- 
sidered to gain an understanding of 
venture analysis. And each of these 
variables may be limited to two or 
three possibilities. 

Management is faced, too, with a 
range of forecast possibilities, whereas 
only three demand conditions in a 
single market may be created to ex 
plain this management tool. 

Venture analysis may be more 
usefully applied when the whole mar- 
ket is segmented into many submar- 
kets and forecasts are drawn for each. 


This new approach to strategy 
analysis enables management to ex- 
press its new-product philosophy in 
clearly demonstrative terms. 

In using this analytical tool, man- 
agement’s first step is to determine 
expected rates of return for each com- 
bination of plant investment and 
pricing strategy (or any other crucial 
manufacturing and marketing factors). 

Anderson has shown, too, that 
other criteria, such as net cash flow, 
may be used instead of rate of return 
as the determining factor. 

Since management cannot be cer 
tain of the size of the market fo 
which it is aiming—to say nothing of 
the penetration its new product will 
make—it must work with more than 
one forecast of demand. 

But after having summarized th« 
data, logic, and uncertainties of the 
problem in a computer program, and 
translated them into possible deci 
sions, management is ready to explore 
its wide range of alternatives. 

In the problem shown on page 34, 
hypothetical rates of return from the 
six alternative strategies (and the thre« 
forecasts of demand) are arranged in 
the left hand set of boxes. 


Suppose that the company is bent 
on minimizing risk. Its management 
may then decide on a small plant 
a a medium price range for its 
new product, basing its decision on 
the lowest possible rate of return that 
would respond to its strategy. 

Assuming that the company did 
not vary this strategy later, the com 
pany could anticipate at least a pre- 
determined minimum rate of return, 
regardless of the demand that greeted 
the product. 


But this defensive approach may 
well lead to too many “regrets,” 
should demand prove to a moderate 
or high. 

To answer this problem, Andersen 
has introduced a “regret” concept and 
has shown how maximum return 
can be achieved while regret is mini- 
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mized. This “mini-max” approach 
calls for subtracting each expected 
rate of return from the optimum rate 
in each forecast. (A computer would 
do this rapidly, regardless of the num- 
ber of cases involved.) 


After considering the possible devi- 
ations from optimum return, man- 
agement may discover that a dif- 
ferent strategy is called for. For 
example, it may decide that a large 
plant and a low price range would 
be best for minimizing "regret." 

Regardless of the demand, the com- 
pany could expect to derive a rate of 
return that is a known deviation from 
the optimum. 


A more venturesome management 
that has reason to expect at least a 
moderate demand for its product 
might want to strike out for the best 
possible return it can expect. 


In this case, it may build a big 


plant and adopt a high price for its 
product. 


It is clear, throughout, that ven- 
ture analysis does not provide a sin- 
gle answer to the problem of com- 
mercializing a new product. 

Indeed, a timorous faction in man- 
agement may call the big plant-high 
price strategy much too rash, in light 
of the disastrous results ensuing from 
a low demand, however unlikely. This 
group might urge that the high price 
structure be retained, but that invest- 
ment be held to a small plant. 


Venture analysis may also take 
into consideration the counter-reac- 
tions of competitors and the adjus- 
ments made by consumers. 

Anderson has suggested that new 
sets of interrelating variables (such as 
the pricing policies of customer in- 
dustries) be introduced to consider 
this phase of the over-all problem. 


MODEL of computer system is explained by C. M. Janes (right), Ohio Oil’s manager 
of data processing, to F. S. Slick, controller, left, and to C. Z. Hardwick, a director. 


Ohio Oil Adds $1.5-Million Data System 


Ohio Oil Co. is installing an IBM 
7070 electronic computer to speed 
up its data processing operations. 

The machine can add 16,660 five 
digit numbers in one second. 

In addition, Ohio Oil is purchasing 
two IBM 1401s, which will act as 
satallites to the 7070, feeding it pre- 
processed information on operating 
problems 

The whole complex is valued at al 
most $1.5-million. 

The first problem the computers 
will be assigned—when they go into 
operation about May 1—will center 


on the handling of employee records 
Ohio Oil wants to program into the 
computers a complete background file 
on all of its employees. Other early 
uses of the computers will include 
speeded-up inventory and sales ac- 
counting. 

The company also plans to use the 
computer system as an aid in schedul- 
ing the daily flow of crude and prod- 
ucts through pipelines up to 45 days 
in advance of shipment. 

The machines are to be installed at 
the company’s general office in Find- 
lay, Ohio. 
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‘Cleavage Fracture’ Causes Determined 


The causes of line pipe “cleavage 
fracture"—heretofore a little-under- 
stood phenomenon whereby stretches 
of pipe rip open with stunning speed— 
have been largely determined through 
a research program under the aus- 
pices of the American Gas Assn. 

Findings based on eight vears of 
study were summarized by a battery 
of Batelle Memorial Institute re- 
searchers, and presented at a recent 
two-day AGA seminar in Dallas. 

Ihe session was conducted by the 
Line Pipe Research Committee, which 
functions under AGA’s Pipeline Re- 
search Committec 


Researchers stressed that actual 
line pipe failures are comparatively 
rare, since the industry is getting good 
pipe—considering the many com- 
plexities involved. 

Baxter D. Goodrich, senior vice 
president, gas division, Texas Eastern 
l'ransmission Corp., and chairman of 
the Line Pipe group, underscored this 
point. ““We have great respect for the 
pipe we have,” he said. 

Nevertheless, the research has al 
ready resulted in improved mill prac- 
tices and in better inspection and 
field-testing techniques. 


Research results demonstrated that 
line pipe is subject to two general 
types of rupturing—a shear, which is 
not so destructive nor so uncon- 
trolled, and a cleavage, which pro- 
duces the lengthier failures. 

A shear fracture also can be unsta 
ble, but ordinarily it doesn’t affect as 
great an area as a cleavage and is likely 
to produce a leak rather than a gaping 
rupture. 

Furthermore, a cleavage failure 
identifiable by unmistakable “chevron” 
marks along the lip of the break, 
pointing to its source—requires less 
energy and smaller pipe defects to get 
started. 

While line pipe failures of any kind 
are distinctly unwelcome, the re 
search suggests strongly that the 
shear type of break is less serious than 
the cleavage variety. 


Cleavage fracture, sometimes 
called "brittle fracture," is not con- 
fined to pipelines; it is common to 
many materials and industries. 

Despite the fact that it was recog- 
nized as far back as the mid-19th 
century, little was understood about 
it when the research was begun. 

This Batelle investigation was de 
voted to finding out how such cracks 
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FAILED PIPE that had been notched, 


pressured, and rammed to start crack. 


start, how they behave, and how they 
can be eliminated. 


"Crack speed" in a cleavage fail- 
ure—the velocity at which the split 
races down the length of pipe—is 
fantastically fast, as high as 3,000 to 
4,000 ft. per second. 

This is approximately the speed of 
sound through steel. 

Laboratory and field tests indicate 
that a crack first accelerates rapidly, 
then levels off to some terminal speed 
And some of them move much faste1 
than others, depending upon the con 
ditions. 


The researchers have pretty much 
pinpointed the basic reason for 
cleavage failures, and the way they 
behave, or propagate, and have 
identified many of the influences 


present. Basically, such a high-veloc- 
ity split originates with a pipe de- 
fect or flaw. 

The defect can be any type of 
weakening in the pipe wall, such as 
an arc burn, a notch, or a corrosion 
pit, etc 

Che larger the defect, the more the 
likelihood of a rupture. But a failure 
requires something more than a de 
fect 


An energy source of some kind 
must act on the defect to cause the 
cracking. 

This energ 
of stress in tl pipe W il] 

Any of several factors, or a combina 
can increase the stress 
initiate a crack, 


pressure ind the 


ource is the amount 


tion of them 
sufficiently to includ 
ing temperature, 


geometry of the pipe 


Experience in the laboratory and 
field has demonstrated that several 
cleavage-type cracks can occur 
simultaneously, which indicates that 
the rupture process utilizes practically 
all of the energy available. 

This type of failure can produce a 
crack pattern so complex that a sec 
tion of pipe can be fractured into 
hundreds of pieces 


The “crack speed" behavior ac- 
counts for the sudden, long lengths 
of pipe failure in buried lines. The 
head of the crack moves down the 
pipe so swiftly that the release of 
gas pressure in the line can't catch 
up. 

Although the pressure, one of the 
tress-energy producing influences, is 
relieved as the pipe breaks apart, the 
so fast that this re 
can’t be “‘com 


crack runs along 
duction in pressurt 
municated” to it 

lest results indicate that all of the 
crack-creating energy comes from the 
stress in the pipe wall—that the ener 
g or liquid unde 
pressure, for that matter) within the 
line has no effect in a failure except 
to contribute to this stress 


ry of compressed gas 


One question mark is why a cleav- 
age failure, once started, ever stops. 

[he researchers theorize that the 
break may simply run into a material 
tough enough to halt it, or that there 
mav be some energy change significant 
enough to stop it 

But the exact reasons 


scure 


still are ob 


A key project in discovering some 
of the answers to line-pipe failure 
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NEW 
ee 


SPRING BALANCED 


Mey veli ic 
ARM=— 


Here is a series of loading arms that 
is built to deliver solid performance 
right around the calendar. Outstand- 
ing new compression spring design 
offers finger-weight flexibility, yet the 
arm will not creep or sag when re- 
leased. Springs are housed in a sturdy 
weatherproof steel case. Balance ad- 
justments are accomplished with a 
hand wrench. The swivel joints on 
the arm have the dependability that 
has been associated with the name 
Chiksan for 30 years. Get the facts. 
Write for Bulletin 1-61. 


— Hoe 


ante 


* FEATURING NEW 
TOTALLY ENCLOSED 
COMPRESSION 
SPRING 


MAIL COUPON TODAY 


CHIKSAN COMPANY — General Offices: Brea, California © We'll Equipr 


Offices and Re 
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4 MODELS FOR 


PETROLEUM SERVICE 


Select from a com- 


plete line. All models « 


—Folded Arm, Sliding 
Sleeve (shown above), 
Toh adelssmm Mer-lelcla@e-lele| 
Long Reach are avail- 
able in 2, 3, and 4- 
inch sizes. Each 
inudel is a vomplete, 
ready for service, unit. 


2 MODELS FOR 


CHEMICAL SERVICE 


5% 


tor loading or unload- 
ing virtually any 
chemicals, Chiksan 
offers a standard 
yroup of arms 
eyuipped with its DS 
series swivel joints. 
Available in Folded 
Artin model or Sliding 
Sleeve unit (shown at 
left). 


WANT TO CONVERT 
EXISTING EQUIPMENT? 


CHIKSAN COMPANY 


330 North Brea Bivd., Brea, Calif. 


Please send me your Bulletin 1-61. 


Name 
Title 
Company 
Address 


@ City 


Zone. State 


s, Hamer Valves) Chiksan International @ Chiksan of Canada Ltd. 
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problems was a series of four field 
tests conducted under controlled con- 
ditions. 

The test series, begun in 1954, was 
run near Athens, Ohio. 

With minor variations, the physical 
set-up for each of the experiments in- 
volved a buried, instrumented test 
length of pipe, coupled to two other 
sections at each end. 

A V-notch defect was milled into 
the test section to a depth of 28% 
of its wall thickness 

Stubs were mounted on either side 
of the V-notch, and a hydraulic ram 
mechanism was placed between them. 

The pipe was then pressured with 
gas up to between 910 and 940 psi., 
and the ram actuated to start a 
crack. 


One important conclusion: There 
is a direct relationship between tem- 
perature and cleavage. The lower the 
temperature, the greater and faster 
the fracturing. 

This had been suspected for a long 
time, but the Athens tests apparently 
were conclusive. 

One of the tests was conducted 
with line pipe chilled to between zero 
and 20F; others were performed with 
pipe at temperatures of 58F, 90F, and 
130F. 

The most spectacular fracturing oc- 
curred in the colder pipe—seven or 
eight cleavage ruptures, traveling at 
between 3,000 and 4,000 ft. per sec- 
ond and reaching beyond the actual 
test section into the attached sections 
at either end. 

The section tested at 58F experi- 
enced four cleavage cracks, which also 
extended beyond the test section, and 
reached a velocity of about 2,600 ft. 
per second. 

In the 90F test, a single cleavage 
split tried to branch into other cracks 
at a velocity of around 1,570 ft. per 
second, but didn’t. 

At 130F, the deliberate cracking 
produced only one shear-type split in 
a straight line along the top of the 
pipe, at a velocity of about 900 ft. 
per second. 


These and other test findings con- 
firmed the concept of "transition 
temperature." Simplified, this means 
a given type of steel is more likely 
to fail in a shear fracture above 
some point on the temperature scale 
—and probably will fail in a cleavage 
on the lower side. 

This transition temperature varies 
among the different types and grades 
of steel, and is more of a band on the 
temperature scale than any sharply de 
fined degree mark. 

This zone depends on the state of 
stress in the pipe, severity of the de- 
fect, the rate of loading the pipe, the 
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geometry of the pipe, and the metal 
lurgical factors of the steel. 


Simply thickening the pipe wall 
won't eliminate failures—in fact, it 
may actually aggravate them. 

Failures occur because of the rela 
tionship between stress-energy forces 
and existing defects. Increasing wall 
thickness won’t stop failures if that 
relationship is critical. 

There is a possibility that thicken 
ing the wall can adversely affect the 
toughness of the steel and create a 
less-desirable transition temperature 
zone—thereby actually increasing the 
hazard of a cleavage condition in 
event of a failure. 


The researchers believe it should 
be possible to eliminate cleavage 
failures by developing steel with the 
proper qualities—that is, steel pos- 
sessing a temperature  transition- 
range favoring shearing in case of 
failure. 

They feel that by proper metallurgi 
cal make-up, careful processing, high 
quality control, and thorough inspec 
tion procedures, the right kind of 
transition temperature characteristics 
can be attained. 

In fact, they say, the materials and 


What’s New 


Two gas rate settlements—one of- 
fered by Columbia Gulf Transmission 
Co. and the other by Cities Service 
Gas Co.—have been accepted by 
the Federal Power Commission. 

A 6.5% rate of return was approved 
for Columbia Gulf, instead of the 
6.8% rate originally requested. The 
settlement necessitates a $1.6-million 
refund on a proposed annual rate 
boost of $1,970,000, put into effect 
subject to refund—on May 1, 1960 

Cities Service was permitted 
6.25% rate of return, instead of the 
6.75% originally requested. Refunds 
in its case on an annual basis will 
amount to about $5-million. The com 
pany had sought an increase of $10.5 
million, which went into effect—sub 
ject to refund—on Nov. 23, 1959 


Authorization of a $37.5-million ex- 
pansion program by Northern Nat- 
ural Gas Co. was recommended by 
FPC Examiner Samuel Binder. 

Northern Natural’s proposed expan 
sion would boost capacity of its system 


the technology are available now to 
produce pipe in which it would be 
extremely hard for a crack to start. 

Making it available for field use on 
an economic basis is the real problem 
that must be licked 

In the event of a failure, such pipe 
would shear, rather than cleave. The 
failure probably would result only in 
a leak or a short break—not a bursting 
split that could tear up many joints of 
pipe. 


The industry still is some distance 
away from establishing the necessary 
criteria for measuring these qualities 
precisely. 

Several recognized testing methods 
have been used—the longstanding 
Charpy test (essentially, a hammer 
method of breaking a notched speci 
men and measuring the expended 
energy), tear test, fatigue-crack meth 
od, bend test, drop-weight test, ex 
plosion vault, Robertson test (utiliz 
ing liquid nitrogen and heat), and 
others. 

But, it is felt, some new approach 
or some new variation of older meth- 
ods might be needed 

Until 
there won't be any 
criteria established 


work is done, 
standardized 


much moré 


IN TRANSPORTATION 


by 174-million cf/d, of which 75-mil 
lion cf/d would go to Michigan Wis 
consin Pipe Line Co. Binder also ap 
proved an expenditure of $6.5-million 
by Michigan Wisconsin for new facili 
ties to take the gas from Northern 
Natural 


Continental Pipe Line Co. has with- 
drawn an application for authority to 
build a crude pipeline and gathering 
system in northeastern Wyoming. 

Continental had sought permission 
to construct gathering facilities in the 
Bertha and Prairie Creek fields in 
Crook and Campbell Counties, and 
an 18-mi., 4-in. line to connect them 
with facilities of Belle Fourche Pipe 
line Co 


United Fuel Gas Co. has bought 
one of Solar Aircraft Co.'s new gas- 
turbine-driven centrifugal compressor 
units. It will install the unit at its 
Spencer (W. Va.) compressor station, 
where it will be powered by Solar’s 
1,100-hp. Saturn turbin« 
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The Old Order Changed—Long Ago 


If Venezuelan sellers want to dig up some bugaboos, they might land 
on two for special mention: Falling tanker rates and rising prices for 
Texas crudes. 


Both of these are idols that have proved false. Fifteen years ago, 
tanker rates were the private preserve of the major oil companies. Today 
it’s a harum-scarum cut-price business heavily influenced by Greek and 
Norwegian owners and Italian banks. Texas was once the oil export center 
of the world, but for years now it’s been an import-protected system— 
on tap for world crises like Abadan and Suez if the price is right. 


Look back for a moment at the situation in Qory. Venezuelan crude 
prices at that time were 12¢ below West Texas at seaboard (just enough 
to give access to the New York and Canadian markets). Venezuela then 
was 12¢ above the Persian Gulf. West Texas was $1.29 at Houston. Oficina 
was $1.17 at Puerto la Cruz. Arabian was $1.05 at Ras Tanura. 


As long as ship rates held strong, Venezuela was safe in Europe and 
the Americas. The magic number was about 94¢ a bbl. That is, as long as 
tanker rates held about USMC flat or higher, Venezuelan crude could be 
priced a hair under Texas and up to 94¢ above Middle East, and the 
status—at least in North and South America—would be quo. 


For 12 years, Venezuelan crude prices stayed within 12¢ of rising 
Texas prices at seaboard. This, in retrospect, was a mistake, for in that 
period—from 1946 through 1955—Texas slipped from a prime export 
center to a marginal one. 


And over 15 years, Middle East prices lagged behind Venezuela by 
increasing amounts. First Arabian lagged Oficina by 12¢, f.o.b. Then, in 
late 1946, it was 39¢ below. By 1959, the gap was 69¢. In January, 1957, 
Middle East crude was about $1.00 below Venezuela. The average for the 
past three years has been 88¢. 


Enter the Greeks bearing tankers and the game is up. Where Vene- 
zuela was a dominant pricing center at USMC flat tanker rates, it became 
secondary at rates down to USMC minus 50% and even minus 70%. 
Especially when the Middle East is posted today 90¢ a bbl. below Vene- 
zuela, 


The irony of the situation is that Venezuela may pick up a few cargoes 
because of low tanker rates. Japanese buyers can’t find all the fuel oil 
they want in the Persian Gulf. They’re about to come to the Caribbean, 
an 8,300-mi. haul. 


American Oil copped the 5.3-million-gal. Detroit gasoline business. The 
company will supply 90-octane, delivered, at 10.69¢ a gal. 





The Market Place 


Current key crude and product prices compiled for PETROLEUM WEEK 
by Platt's OILGRAM Price Service, a McGraw-Hill Publication. 


All prices as of April 3 


KEY PRICES—REFINED PRODUCTS 
(¢ per gal. except dollars per bbl. where $ is shown) 
Western Hemisphere 

U.S. Gulf Coast, cargoes 

Gasoline, 98 oct prem 

Gasoline, 92 

Kerosine 

Heating oil, "ye 2 

Gas oil, 48-52, d.i 5-9. 

Fuel oil, ies ue Facial te Or $2.20-2.40 
Caribbean, cargoes 

Avgas, Grade 100/130 

Gasoline, 93 oct research prem 

Gasoline, 87 oct research reg 

Gasoline, 80 oct research 

Gasoline, 70-72 oct motor method.... 

Kerosine , 

Heating oil, No 2 

Gas oil, 48-52 d.i 

Fuel oil, bunker “C” 
New York Harbor, barges 

Kerosine ... des .10.95]-11.4] 

Heating oil, No. 2......... ...9.95]-10.4] 

Fuel oil, No. 6. .$2 
Okla.-Group 3, northern shpt., bulk 

Gasoline, 91 oct reg...... .. .12.5f-13.25 

Kerosine . i Diao nn'n ale 

Heating oil, No. 2 

Fuel oil, No. 6 ee .....$1,64]- 1 .90 


Chicago, bulk 
Gasoline, 92 oct reg.... ...11,5]-12] 
Heating oil, No. 2 9. 5]-11.85 
Fuel oil, No. 6 high sulfur 


Los Angeles, rack 
Gasoline, 88 oct reg. . 
Diesel fuel, PS 2 
Light fuel, PS 300 
Heavy fuel, PS 400 


Natural Gasoline, Grade 26-70 


Aoviviv 


FOB Breckenridge, Tex 
LP-Gas 
Propane, Oklahoma (Group 3).. 
Propane, Baton Rouge 
Pennsylvania Lubes 
a ie. ees 
200 vis. neutral, 25 p.t......... 
Mid-Continent Lubes, Tulsa basis 
Maiemt GOOCH, GORVERE, FS Wabic cs ccc ccesececcss 
Neutral solvent, 200-210 vis.................. 2 
Gulf Coast Lubes 
Bright stock, solvent, 95 v.i..... 


Neutral, solvent, 200 vis 
*Effective Mar. 30 


Eastern Hemisphere 
Singapore (Pulau yer — 
Avgas, grade 100/13 
Gasoline, 79 oct a 
Kerosine ... 
Gas oil, 48 di. minimum. 


40 





Bold face type indicates changes from previous week 


KEY PRICES—CRUDE OIL 


(2¢ differential per deg. of grav. applies except as noted) 


Western Hemisphere 
United States (at the well) 


Mid-Continent, (Okla.-Kan.), 36.0-36.9... . .$2.69-2.97 


North Dakota, 36.0-36.9 
Texas: 


Gulf Coast, low cold test, 26.0-26.9.... 


Gulf Coast, Upper & Lower, 26.0-2 
West Texas, sweet, 36.0-36.9 


West Texas, N.M., inter., 36.0-36.9... 


. 2.47-2.87 
verre 3.30 


22 


00 


West Texas, N.M.. sour, 32.0-32.9.......2.7 


East Texas, flat...... 
Mirando, 28.0-28.9.. 
Illinois Basin, flat ...... 
Pennsylvania Grade, Bradford dist., fla 
California, Signal Hill, 21.0-21.9.... 
North Louisiana-Arkansas, 36.0-36.9. 
Wyoming, sweet, _ 36. 0 36 9. 
Wyoming, sour, 32.0-32.9 
Canada (flat prices, at tthe well) 
Pembina (Alta.)........ ; 
Leduc-Woodbend (Alta.). 
Redwater (Alta.) . : 
a sag A (Sask.) 
Virden (Man.) 


° 4 
FIIs OO 


Venezuela (Cargoes, FOB lifting port designated) 


San Joaquin, 41.0-41.9, Puerto la Cruz 
Oficina, 35.0-35.9, Puerto la Cruz 


Tia Juana, Medium, 26.0-26.9, Amuay... 


Bachaquero, flat, La Salina. 

Lagomar, 31.0-31.9, Cardon. 

Lagunillas Heavy, flat, La Salina 
+Differential per deg. of grav. varies 


Eastern Hemisphere 


IT v1 


NNR Nw 
COvi1owor-e 


Middle East, Persian Gulf (Cargoes, FOB —e a. 


Arabia, 34.0- 34.9, Ras Tanura...... 
Safaniva, 27.0-27.9, Ras Tanura 
Iran, 34.0-34.9, ‘Bandar Mashur 

Iran, 34.0-34.9, Abad: in.. 

Iraq, 35.0-35 9. 

Kuwait, 31.0- 31. 9. Mina-al- Ahmadi. 
Qatar, 41.0-41.9, Umm Said 


N. Zone, Burghan, 23.5-24.4, Mina Saud. . 
N. Zone, Ratawi, 23.5-24.4, Mina Saud... 
N. Zone, Eocene, 16.5-17.4, Mina Saud. 


Middle East, Eastern Mediterranean 
Arabia, 34.0-34.9, Sidon 
Iraq, 36.0-36.9, Tripoli, Banias. . 
North Africa, Bougie, Algeria 
Hassi Messaoud, 40 and above. 


KEY TANKER RATES 


(Last paid, per long ton, single voyage) 


. $1.80 
1.47 
1.78 
1.73 


1.59 


U.S. Gulf-New York, clean..... (ATRS 272%) $2.07 


U.S. Guif-New York, acti (ATRS —2712°% 


NWI-USNH, dirty. . . , .(ATRS- 


©) $2.07] 
-60%) $1.10 


NWI-UK/Cont., dirty. (Scale 624%2%) 12/3* 
Per. Gulf-UK /Cont., dirty (Scale—52'/2%) 29/6*] 
Persian Gulf-USNH, dirty .. (USMC—65%) $4.45 


*Sterling 
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Colombia Takes the Lid Off 50-50 


Oil companies in Colombia will 
have to pay a stiffer price for oil 
rights under a new oil law that wipes 
out the 50% limit on the govern- 
ment's total tax take. 

The law, amending Colombia's bas 
ic Petroleum Code, 
president last week, with effective date 


was signed by the 


vet unspecified 

Though regulations implementing 
it have not been completed, it is ex 
pected to affect present concessions 
in some degree—especially those on 
which commercial production has not 
been started—as well as all future 


grants 


Some existing incentives for oil in- 
vestment in Colombia are cut out by 
the new law, in the view of some in- 
dustry circles, since costs will be great 
ly increased along with the potential 
boost in the government's present 
+0)‘ to 50% tax share 

Others agree the terms are severe, 
but concede thev are likely to achieve 
one aim: to push faster evaluation and 
development of acreage held. 


The law drastically hikes surface 
rentals, increases royalties, and re- 
duces depletion allowances by some 
10%, also limiting them to amortiza 
tion of capital investments 

Ihe new rental rates, per hectare 


Oil Search Emphasis Shifts 


Cities Service Co., is also reflected b 


other cost-conscious companic Pe 


U.S. oil companies of all sizes are 
shifting their sights in searching for 
foreign oil reserves outside North 
America, under present buver’s mat 
ket conditions—and U.S. import 1 
strictions. 

The shift is one of emphasis, de 
gree, or both. It emerges as a fairh 
thread running through 
1960 annual reports currently being 


common 


distributed. Many of the companies 
ventured abroad for the first time onl 
in the past three to four years in 
search of less costly crude—ceither for 
their own needs, or for sale to other 


buyers. 


Though U.S. firms are still moving 
into new exploration ventures abroad, 
they are dropping acreage outright 
or reducing expenditures in areas 
that are comparatively less promising 
for commercial production for geo 
logical or marketing reasons or both 

This approach, explicitly stated by 
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Kor the Llanos—the eastern | 
where commercial production hasn't 


been established—10¢ in the first ex 


ploration year, rising to $1 in the 
cighth; elsewhere, 20¢, climbing to $3 
in the fifth vear 


beginning in the second 


These rates will be 
reduced 50% 
ear if a drilling ng is kept operating 
00 dar 


Present rates in the Llanos are l¢ 


of cach vear 


to 
in operation. Elsewhere they are 3¢ to 


2¢ but are not pavable if a ng 1 


H5¢, with 50 reduction in the first 
hve vears if a mg is operating 
Ihe new rovaltv rates: 114% 
the Llane 
the first ten veat 
ind 141‘ 
Present crude rovalties are 3 n 
the Llanos, 10 
ind 3° to | 


on distance to seaboard 


though reduced to 7 
of commercial 
duction elsewhere 


in territorial waters, 


elsewhere, depending 


On depletion, the terms p! for 


i: “normal 10 allowance 


special 
tarted after 1954, for a total of 18 
in the Llano 


—— 
maxnnum deduction from net mcome 


illowance for production 
ind 15% clsewherc Lhe 


before depletion will be 50 in the 
Llanos and 45 


clsew he T¢ 


The law also slices the size of con- 
cession areas in half, reduces the 
maximum exploration period by five 


tential profitability of foreign ventures 


clearly being weighed more cau 


tiously against a backdrop of weak 
ened prices, the world surplus crudc 
capacity, and heightened competition 


for markets outside the U.S 


With a few exceptions, ventures 
that companies report as either ter- 
minated or suspended are concentrat- 
ed in the Americas. 

e Jordan: Phillips 
gave up its entire $.1-million-acre con 


Petroleum 


cession after drilling the sixth un 
successful test on the 
inally acquired in 1958 from Pauley 


IcTCage org 


Petroleum 

e Ivory Coast: Plymouth Oil 
Co. pulled out of a French exploration 
venture after participating in dmiling 
two dr holes 

e Italy: Cities Service and Pan 
American International gave up jointly 


years, and increases drilling obliga- 
tions. 

In the Llanos, the maximum conce¢ 
ion size will be 200,000 hectares, and 
cls¢ where 50,000. 

lhe exploration period in the Llan 
vill be an initial four vears, with fou 
one-vear extensions if at least 4,000 
meters is drilled each vear. Elsewhere 
the initial period will be three years 
vith three one-vear extensions. Mini 
mum drilling, not previously specified, 
is set at 2,000 meters for the initial 
exploration period. 


The development period is also re- 
duced, and relinquishment of 50°, 
of the original concession area will be 
required in the first year. 

lor the Llanos, development night 
ire cut to 40 vears with a 10-year ex 
tension, from 50 plus 20. Elsewherc 
it will be a flat 30 vears, elimmating 

10-year extension. 


Concessions are specifically opened 
to companies in which foreign gov- 
ernments have ‘‘an economic inter- 
est." 

his provision, requiring onh 
vaiver to any diplomatic claim, rr 
moves the bar to entry of British 
Petroleum Co. under its partnership 
vith Sinclair, which moved into Co 
ombian exploration im 1959 


Kastward 


held concessions after drilling three 
hallow tests in the south 

e British Guiana, Ecuador, and 
Peru: Standard of California last vear 
urrendered all its concessions 

e Guatemala: Atlantic Refining 

pulling out after several vears of ex 

ploration, including a_ third joint 
nterest dry hole drilled last vear 

e Paraguay: Gulf Oil 
nated exploration. 

e Argentina: Union Oil Co. of 
California has suspended exploration 
ifter drilling nine tests without find 


termi 


ing commercial production 

e Costa Rica: Union and Gulf 
Oil have suspended drilling undet 
joint agreement made in 1958 on 
Union's holdings. 

e Barbados, Bahamas, and Brit- 
ish Honduras: Gulf Oil has farmed 
out its interests in the first and sus 
pended drilling in the latter two 

e Venezuela: Sharples Oil, Den 
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mer to Venezuela, pulled 


out last vear. Pure Oil, also a new 


comer with other stakes bought 
its 6.22 interest in Lake Maracaibo 
tract Northwest V-575, a 


6-57 by a seven 


ver, a newc 
+] r 
LHICTC, 


2.000-acre 
block acquired in 19 
company group headed by San Jacinto 

Another 
Signal, Pure, and Sol 
development drilling a vear ago on 
Lake Maracaibo Block 4, though they 
plan to drill four more wells this year 


group of newcomers 


" 
suspended 


The five-company Paria Operations 
Inc. group is suspending operations on 
offshore acreage in the Gulf of Paria 
for which it paid 5100-million in 
bonuses in 1957 (PW—Jan.13’6l, 
prt Out of 20 tests drilled, nine 
were producers with limited commer 
ial potential and h been shut in 
Results were “ but 
the acreage 

large part of 

Partners are 

Ohio Oil, Cities 

field 


An associated trend is a shift in 
emphasis to the Eastern Hemisphere, 
where the proximity of faster-grow- 
ing markets is attracting most of the 
new exploration interest. 

The orientation toward markets 
s illustrated b 


COTM panies 


particularly Europe's 
new plans made by U.S 
for foreign refining and marketing of 
crude they are developing or hope to 
find in Africa 

lor example: Continental Oil, in its 
first foreign retailing venture, has pur 
Munich-based marketing 
$50 outlets in West Ger 
many and Austria that will handk 
products made from its Libyan crude 

Ohio Oil, also working out plans to 
Libyan Europe 
proposes building a refinery in Spain 
And Cities Service has purchased a 43 
interest in an Italian marketing com 
pany with 300 retail outlets 

Elsewhere in the Eastern Hemi 
sphere, Indiana Standard has lined up 
its first foreign 
venture in Australia as a prospective 
outlet for production it is seeking in 
many different countries 


chased l 
firm with 


place its crude in 


refining-marketing 


Libya is getting the biggest play 
from U.S. firms seeking foreign pro- 
duction, but other African areas are 
also getting increased attention. 

\ long list of U.S. firms—besides 
the dozen that already have conces 
sions in Libya—has shown interest in 
icquiring acreage there. Phillips, for 
example, has entered applications for 
relinquished acreage that was recently, 
and briefly, opened for bids (PW 
Mar.24'61,p44). 

Among many others interested: a 
group headed by Sun, 
it has done photo 


sIx-company 


which reports 
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geologic studies to determine the d 


of operating in Libya. Its 
Videwat 


visability”’ 
issociates are Union, Pure, 
Ashland, and Skelly 


A total of 15 U.S. firms last year 
moved into the Spanish Sahara, one 
of the newest exploratory areas, 
where drilling is beginning to start. 

Gulf Oil began stratigraphic test 
ing last year, and Union spudded it 
first wildcat this February. The Sun 
Pure-Champlin group expects to start 
exploratory drilling later this 

Atlantic savs it added two mor 
mits to its original holding 
1960 for a total of 2-million 
Studies are in progress to det 
drilling plans 

Other companies engaged in 
liminary work are: Richfield and (¢ 
Service, Sohio and ‘Tidewatk 
American International, Philliy 
two Caltex parents, and G 
American Oil Co. of ‘Texas. S 
these companies acquired a 
mainland Spain as well 

Gulf Oil was the only one 
moved into Spanish 
Spain’s new oil law last year 


Csuine 


Oil-producing Nigeria is attracting 
more U.S. firms, though Mobil is giv 
ing up on acreage it now holds 


' 


Lennessee Gas ‘Transmission, in 


ttsh 


In other African areas, acreage 
is being increased and drilling plans 
stepped up, though there were few 
new entrants last year. 

e French Sahara: 


f 


Somali Republic: 


Tunisia 





Cities Service has what appears 
to be a significant discovery in the 
Algerian Sahara—the company's 
first in the area. 

\ Cities Service subsidiary, Afro 
pec, holds a 49% 
Oulougga Permit (map), on which 


interest in the 
the find was made. ‘The remaining 
shares are held by two French firms 
Francarep 


Prepa (33.5%) and 


(17.5%) 


\fropec is operator on 
the permit 


A wildcat, Cities Service's sec- 
ond in the Sahara, last week pro- 
duced 66 bbl. of 40-gravity crude 
on 61-minute drill stem test from 
12,608-25 ft. 

Phe test produced no water, indi 
cating there was still pav section b 
neath the 12,625-ft. level 

\ second test of section down t 
12,646 ft. was being prepared last 
week. 


The discovery has added inter- 
est because it is only 20 mi. from 
the 24-in. Hassi Messaoud pipe- 
line, which connects Algerian Sa 
hara’s largest oil field with th 
Mediterranean port of Bougi« 





Cities Service Finds Oil in Sahara 





Cities 
Service 
Finds Oil 
Here 











Hassi Messaoud 











‘ 
t AREA 
_-” SHOWN & 


ALGERIA 
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...@ach way 


you save with 
MISSION PISTONS 


Every minute that it’s working, the Mission Piston 
is working for you. Working to cut your pumping. 
costs, working to cut your downtime. Here’s why: 
These bodies are lightweight, one-piece forgings; 
yet they’re strong enough to resist extremely high 
pump pressures. The special fabric backing of the 
rubber compounds provides just the right degree 
of reinforcement for maximum piston rubber life. 


MISSION MANUFACTURING CO. 


TURING CO., LTD., 1 Hanover Square, London W.17 England « 


PETROLEUM WEEK APRIL 7, 1961 


P. O. Box 4209, Houston, Texas « 
Export Office: 3O Rockefeller Plaza, New York «In the United Kingdom: MISSION MANUFAC- 
cable address “MISSOMAN’ 


Cable Address *MiISSCO” 


The three long-life piston rubber compounds avail- 
able are designed for your specific drilling opera- 
tions to save you the most. Plus, these rubbers are 
replaceable, saving about half the cost. And you can 
replace them without removing the piston, saving 
even more. Mission pistons are the standard, because 
of Mission engineering, Mission quality control, 
and the Mission guarantee. 


MILS Sumy 


MANUFACTURING CO. @¥) 








» be added to 


Rimrock 


will get mew acreage 
that already operated by 
lidelands, an afhliate 
e Senegal: Citi 
Continental will participate in drill- 
ing the first test well this year under 
joint venture pact 1959 
vith SAP, a French government- 
operator. Each holds a 
interest in SAP's permits in 


Service and 


in ide in 


ontrolled 
24%-25% 
Senegal and in Mauritania 

e Mozambique: Drilling is slated 
to start in the second half of 196] 
under the joint venture agreement 
made in 1958 by Gulf Oil and Pan 
American International on a 29 
million-acre concession 

e Cabinda: Gulf Oil drilled over 
100,000 ft. of stratigraphic tests last 
vear in this tiny Portuguese territorv, 
it reports. Several of the deeper ones 


had showings of oil 


Elsewhere in the Eastern Hemi- 
sphere, Australia drew some new ac- 
tivity from U.S. firms, more than 20 
of which—including many independ- 
ents—already have extensive acreage 
interests there. 

Ihe Conorada group, for example, 
is more than doubling its acreage in- 
terests in Queensland with a 6-million- 
acre farmout in which it will have a 
It drilled its first strati 
graphic test last vea 

Union Oil, with Kern County Land 
Co. of California and an Australian 
partner, spudded its first wildcat in 
‘he Surat Basin late last vear and is 
cncouraging shows 


75% interest 


drilling ahead aftet 
of gas and condensate below 9,900 ft. 

Phillips and Sunray Mid-Continent, 
which have an Australian partner on 
jointly-held acreage in Queensland, re 
port preparations to start drilling this 


Veal 


One new drilling venture has also 
Seen started in Pakistan—bv Sun Oil. 
{t is drilling its initial wildcat, with 
Superior taking a minority interest in 
its first move into the Far East (PW 

No\ +°60,p40 lidewater also ex- 
pects to start drilling this vear 


In the Western Hemisphere, the 
only entirely new venture was lined 
up early this year in offshore Trinidad 
by a three-company group—Pan 
American International, Sun, and Pure 
P\V—Jan.20’61,p47 ). The grant, on 
which work is slated to start 
l'rinidad’s 


now, 
covers 2-million acres off 
cast and southeast coasts 
Pan American last vear also moved 
into Colombia for the first time. but 
in this instance under irangements to 
icquire an interest in existing rights. 
a toe-hold in 
Argentine producing operations by ac- 


Cities Service also got 


quiring a 50% interest in a secondary 


recovery project of a local producer. 
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What’s New 


EL SALVADOR—Jersey Standard 
and the Shell group last week pro- 
posed to the government the merger 
of their separate refining plans into 
a single project. Shell has started pre 
liminary work on a 10,000 b/d r 
finery at Acajutla. Permission had 
been given to Jersey to build a similar 
size plant in the same area. 


JORDAN—The Italian state-owned 
ENI group has offered to take the 
exploration concessions recently re- 
linquished by Phillips Petroleum, an 
Economy Ministry spokesman said last 
week. Phillips pulled out of Jordan 
after a sixth drv wildcat. It had ac 
quired the acreage from Pauley Petro 
leum in 1958. 

° 


WEST GERMANY—Capacity of 
Esso's projected refinery at Ingol- 
stadt has been set at 40,000 b/d. 
The Bavarian plant, to cost between 
$37-million and $50-million, will g 
on stream in 1964. 


TURKEY—Shell has completed a 
second oil well—a 300 b/d producer 
—on its Kayakoy structure in south- 
eastern Turkey. 

The new well, the No. 3 Kayakoy, 
produced 38-gravitv oil on tests. It is 
Y% mi. northwest of the 
The company has spudded 
stepout 1 mi. east of the discover 


disc overs 


nother 


CUBA—Cubo's product output 
potential was reduced to less than 
half of demand last week by the 
shutdown of the second of the big 
three Cuban refineries, the former 
Shell plant at Havana, because of 
“technical difficulties.” Texaco’s for 
mer Santiago refinery has been off 
stream since it was shelled thre« 
weeks ago by insurgents. Cuba, with 
demand of 67,000 b/d, had just two 
plants, with capacity of 31,000 b/d, in 
operation last week. 


JAPAN—Gulf Oil has lent $30- 
million to one of its major Japanese 
customers, Idemitsu Kosan, at from 
4% to 5% interest, the Japanes¢ 


AROUND THE WORLD 


com] iid last week. Another $20 
from the Bank of 
Ameri will be used to 
build twe on tankers and for 


rehning ind I hemical equip 


million loan ic 


Tht 


YEMEN—Texas independent John 
W. Mecom has undertaken to assist 
Yemen with certain non-oil enterprises, 
in addition to exploring for oil unde: 
his new 50-50 profit-sharing conces 
sion agreement with the government 
(P\ Ma 6] pl2 With others 
Mecom will develop salt mines. He 
also is inte ted in bringing a cotton 
mill into the Red Sea kingdom, and 
has agreed to train 15 Yemeni stu 


dents in Tex OVC! period of years 
7 


JAPAN—A policy on prices for 
imports of Japanese-owned Persian 
Gulf crude is being hammered out 
this week in Tokyo. A delegation rep 
resenting all refiners in Japan is press 
ing for d unts in negotiations with 
Arabian Oi he Neutral Zone pro 
ducer, W rh been msisting on 
pe sted pl } govern! 
while, h ised refiners that thos« 
wh | ( hare of the crude 


ll have their eign exchange allo 


at 


rent, mean 


Wi 


Ca 


QATAR—Shell may have con- 
firmed discovery of the Arabian 
Gulf's newest offshore field, east of 
Qatar. It has again encountered oil, 
in the Ne test drilled on the Idd 
FE] Sharqi structure, where it had its 
first shows last in No Shell 
has given no indication of test results 
so far but has now pudded No. 4 

iluation of the com 


t< 


ummect 


SYRIA—The public will be offered 
25°, of the shares in the new Gen- 
eral Petroleum Co. of the Syrian Re- 
gion, | nited Arab Republic. The rest 
will be held by the government. 
Egypt's counterpart firm is entirel 
government-owned. The Syrian GPC 
will market product from the Homs 
Refinery, and will undertake develop 
ment of oil fields. It will probably 
join Deutsche Erdoel, a West Ger 
man firm, on its licenses 
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New Solar gas turbine compressor 
offers low cost, reliability, easy maintenance 


A FUNDAMENTAL ADVANCE in the centrifugal 
compressor field is available in Solar’s new gas- 
turbine-driven compressor line. These units are par- 
ticularly adapted for gas compression (both field 
and main pipeline) and for general industrial use 
in the low volume range up to 1500 psi. 


Long-life gas turbine enzines, with rotating 
speeds of 15,000 to 30,000 rpm, made this break- 
through possible. Driving the compressor directly 
at turbine speeds has permitted the design of 
small, high efficiency centrifugal compressors that 
operate in the range from 75 to 1500 cfm or 5 to 
150 MM SCFD. 


Features of these compressor packages include: 
Interchangeable compressor rotors and other parts 
that allow fast, low cost field changes to meet new 
flow and pressure requirements. Designed to start 
and stop in seconds, even by remote control, they 
are ideal for unattended operation. Small and light- 
weight, they are easily moved and installed on 
inexpensive foundations. Maintenance is unusually 
simple. 

Multiple unit installations prevent down time 

Detailed information on Solar centrifugal gas 


turbine compressors is available. Write to Dept. 
H-225, Solar Aircraft Company, San Diego 12, Nt 7 
California. S O L A e al 


tional Harvester Company 





As 
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3 J f UOP PETROLEUM REFINING 


PLATFORMING* AND PETROCHEMICAL 


PROCESSES 


trochemical 
d 


i pe trole um 


Di 
Lars 


Ute) > ak 
PENEX 


BUTAMER® 
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produce petrochemicals 
profitably with UDEX 


UDEX® is being widely used by refiners throughout 
the world for profitable production of high purity 
petrochemical intermediates, benzene, toluene and 
xylenes. Udex aromatics meet the highest standards 
of purity. In addition, Udex is a valuable process for 
separating high and low-octane gasoline fractions to 
control the quality of finished gasolines. 

Udex provides ideal market flexibility by enabling 
refiners to make products that meet changing prod- 
uct demands. Low utility consumption and lowsolvent 
costs make Udex unusually economical to operate. 

Udex has operational flexibilities too. Feed to a 


WHERE RESEARCH TODAY 
MEANS PROGRESS TOMORROW 
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Udex unit can vary widely in both quantity and 
composition, yet the stringent specifications of the 
product output will be maintained. Originated by 
Dow Chemical Company, the Udex extraction pro- 
cess was developed and is made commercially avail- 
able by UOP. 

UOP offers a wide range of petroleum and petro- 
chemical processes to refiners everywhere in the free 
world. A variety of technical services are also avail- 
able to insure the profitable performance of these 
processes. Let UOP engineers evaluate your pro- 
cessing needs now. 


UNIVERSAL OIL PRODUCTS COMPANY 


30 Algonquin Road, Des Plaines, lilinois, U.S. A, 
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EVOLUTIONARY OPERATION: 


A tool to optimize a process without disturbing it 


A new technique to improve pro- 
duction without disturbing operations 
is being adopted in more and more 
processing plants, particularly in the 
petrochemical industry. It is called 
evolutionary operation. (EvOp). 

Evolutionary operation was 
ceived a few vears ago by Dr. G. k. P 
Box, of Princeton University. It 
first put into practice in 1958, in the 
Fla plant of Chem 


con 


Was 


Pe nsacol l 


How to Carry Out 


rE 


variables and 


selection of the correct 
the details of an 
K:vOp program can be illustrated by 
me of the Tennessee Eastman 
Cases 

In this case, a chemical was add 
ed to a batch 
sulting reaction pri 


sired material 


process, and the re 


duced the de 
but in addition, it 
produced an I'he 
the acid was necessary for a given 
length of time: then it had to be 
Ihe tw factors se 
lected were 1) the weight of the 
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presence of 


neutralized 


chemical added: and time 
of exposure to the acid 

ignificant change 
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s started; in 


Every. time 
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repre 
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strand Corp., but little was said about 
it for the next two vears 

How much its 
spread in the industry, and how pop 
ular it has become with production 
and_ technical 
revealed last week at a sSVInposiul on 
evolutionary operation, during the St 
Louis meeting of the American Chem 
Companies such as Dov 
I. du Pont de Ne 


application — has 


service cngiecrs Wa 


ical Society. 


Chemical Co., E. 


an EvOp Program 
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nificant improvement in vield (t 
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Evolutionary operation is based 
on the theory of natural evolution: 
A small, almost unnoticeable change 
in a process may bring about an 
improvement; if it does, the change 
is slowly intensified up to where an 
optimum condition is reached; if it 
does not, initial conditions are re- 
established before any harm is done. 

e, according to Box, im 
ae ce a 


an 


ution, which 


operation takes the 
process must not only 


but information 


Evolutionary 
position that a 
produce material, 


as well. 


That information is then used to 
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improve the process in a continuous 
way. Several types of improvements 
can be obtained by EvOp applica- 
tion. They are essentially: 

e A greater yield of finished 
product; 

e A_ lower 
equal yield; 

e A better product, with less 
off-specification material 

“EvOp,” said Ralph E. DeBusk of 
the Kingsport (Tenn.) plant of Ten 
nessee Eastman, “has been effectively 
ipplied in over 15 processes in om 
company, batch processes as well as 
continuous It has resulted 
in a substantial cost reduction.” 
rhe use of EvOp is not in the least 

restricted to the processing industries 
“It’s usefulness is [also] beginning to 
be recognized in the mechanical in 
Monsanto’s Harve: 


operating cost for 


operation 


dustries,”” said 
Barnett 


There are two essential require- 
ments for the application of EvOp: 
The changes must be made on mean- 
ingful process variables; and they 
must be big enough to be effective, 
but not so big as to cause disaster 
if inappropriate. 

I'wo or three variable factors can 
be selected, on which small, gradual 
simultaneous changes will be mad 
Che selection must be made by peo 
ple thoroughly familiar with the proc 


ess and its economics 


l'requently an EvOp committe: 

set up to make the basic decisions for 
the application of the technique. It 
consists of people from manufacturing 
process improvement, and quality con 


trol. 


The information obtained as a re- 
sult of the changes must be acces- 
sible to all those who participate in 
the EvOp program. It must be dra- 
matically presented to sustain their 
interest, all speakers pointed out. 

Information boards, of one form o1 
inother, appear to be the ruk 
very plant where EvOp is used. At 
Chemstrand’s Pensacola plant, thes 
boards consist of cubes mounted on 
1 stand. On each corner of the cubc 
ind at the center, there is a place on 
which to write the conditions of the 
test that is and the results 
observed 


“The 


Sputnik 


going on, 


cubes, which we ¢ 
William 


tremendous interest, not 


s explained 
sulted in a 
only on the part of operators who 
were working on the process, but al 


on the part of management 


The correct interpretation of EvOp 
merely calls for the application of 
elementary principles of statistics. 

‘Evolutionary operation, 1 MMe 
into’s R. C. Manring, “1 
technique for process impro 
ptimization, run in the 


normal plant operation by plant per- 
onnel. It is based on the interpreta 
tion of average results, observed in a 
process repeated many times.” 

“EvOp includes a calculation of 
uncertainty,” said DeBusk. “It shows 
the probability that a decision to 
idopt a new set of conditions is in 
the right direction.” 

It is therefore advisable in order to 
obtain full benefit from the applica 
tion of EvOp, Barnett feels, to con 
duct a certain amount of in-plant 
training. Typically, this includes a 

cription of EvOp, some fundamen 

tatistical theory, and the use of a 
rocess analog, on which hypothetical 
oblems can be worked out 


The application of EvOp does not 
call for additional personnel, and 
requires very little of the time of the 
existing force. 

Actually the entire manufacturing 
force participates in EvOp, and therc 
ire no lengthy computations that r 

lire extra personnel. 

Williams estimates that each KvO, 

ram at Chemstrand takes approxi 
tel \} 
per program 
omeone from the EvOp commit 

e collecting the data from the info1 

m boards, and requesting from 
manufacturing supervisor approval 
put into effect changes that ha 
onstrated their advantages 


minutes of manpower pei 
l his consists mostly 


How Sun Makes Extra-Pure i 


Producers of polypropylene have, 
historically, jealously guarded the 
secret of how they purify their propy- 
lene. Now Sun Oil Co. has given the 
industry a glimpse of the method it 
uses to purify propylene at Marcus 
Hook, Pa., before supplying it to the 
polypropylene plant of AviSun Corp 

Purification of propylene to a 
purity well above 99% is essential 
to satisfactory polymerization. Each 
manufacturer has a method of his 
own, but none has ever been willing 
to sav much about it. They feel that 
this is one of the trade secrets that 
gives each manufacturer a_ possibl 
edge over competitors 

At the recent meeting of the 
American Chemical Society in St 
Louis, James A. Andersen, of Sun, 
described the broad lines of the meth 
od his company is using to make its 
extra-pure propylene. 

Sun then delivers it to AviSun, the 
polypropylene manufacturer owned 
jointly by Sun and American Viscose 
Corp. 

The purification plant has now been 
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in operation a little more than a yeat 


The process Sun uses starts with 
superfractionation, which is _per- 
formed in what is called a ‘'splitter 
unit." 

Chat unit has an ultimate capacity 
of 120-million Ib. of pure propylene 
per year. A minimum purity of 99.1 


was specified for its design 


The splitter unit (diagram) consists 
of a feed tank, a de-ethanizer, and a 
superfractionation tower in two sec 
tions, followed by treating and dry 
ing facilities. Propylene-rich feedstock 
omes from cracking operations; it is 
basically a mixture of propane and 
propylene, containing small amounts 
f ethane, butane, water, and acids 
The bulk of the acids are removed 
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before the feedstock r iches the feed 
tank 


The heart of the process lies in a 
combination of extraction and ad- 
sorption, to remove the balance of 
the acidic impurities. 

Andersen did not reveal many de 
tails of the combination. But he indi 
cated that COe and HeS were re 
moved with a caustic solution—which 
also removes part of the carbonyl sul 
fide (COS). The balance of the COS 
is removed with monomethanolamin« 
\ further adsorption, using a solid 
chemical, whose identity Sun did not 
disclose, completes the purification 

Final drying is accomplished in a 
batterv of molecular sieves (PW—Jun 
26’59,p34). The sieves are regenerated 
with hot natural gas. Care must be 
taken to avoid contamination of the 
propylene by COz from the gas that 
may become adsorbed onto the sieves 
during “Fortunately,” 
Andersen said, “‘regenerations are in 
frequent, so that the cost of reprocess 
ing the product is small.” 


regeneration 


The primary operating cost of 
purifying propylene is for steam, 
Andersen indicated. 

Steam cost is a function of three 
main variables: feed characteristic, 
purity desired, and yield. Above 
99.6% purity, steam requirements in 
crease sharply, Anderson reported 
Chey also increase substantially when 


a greater vield of propylene is 
sired, or when there is less propylen 
in the feed. 


A propylene of 99.7°/, to 99.9%, 
purity is being obtained in sustained 


operation. 

The reactive impurities left in the 
effluent gas total less than 20 parts 
per million. The nonreactive ingredi 
ents are 0.1% to 0.3% of propane 
and about 50 ppm. of ethane. Ther 
are no other hydrocarbons and 1 
carbon monoxide present in_ th 
effluent. Water is around 10 ppm 
COs, COS, sulfur, and oxygen rang 
from 1 to 4 ppm. each 


The unit is completely automatic, 
with conventional pneumatic controls. 

Two chromatographs and a mois 
ture analyzer on the final product are 
important instruments, Andersen ex 
plained. One of the chromatographs 
was developed and built in Sun’s ap 
plied physics laboratory. Every five 
minutes it analyzes either the feed or 
the bottoms of the splitter; the opera 
tor can select either stream through a 
switch. The other chromatograph i 
a commercial unit. It checks th 
puritv of the effluent propylene ever 
10 minutes, and can detect propan 
concentrations as low as 100 ppm 

Once the response characteristics of 
every part of the unit have been full 
defined, Sun anticipates that it will 
lend itself easily to computer control 


Fuel Filter Specs Made Mandatory 


committee two vears ago to work on 
filter-separators. The group, headed b 
D. N. Harris, chief aviation engineer 
of Shell Oil Co., included representa 
tives from oil companies and from 
equipment manufacturers 


A meaningful specification for 
filter-separators has been badly 
needed, because of the growing im- 
portance of obtaining absolute clean- 
liness in jet fuels. Performance Spec- 
ification MIL-F-890! has just been 
made mandatory by the Armed 
Forces to answer that purpose. 

Apparatus used for the cleaning of 
jet fuels are called filter separators be 
cause their purpose is twofold: The 
filter stage is intended to remove most 
solid particles, while the separator 
stage takes out of the fuel any co 
alesced or free water. These two stages 
are frequently combined in commer 
cial units. 

The necessity for a better specifica 
tion for the selection of filters had 
been recognized for a long time 
Specification MIL-F-8508, promul 
gated in 1956, was considered inade 
quate, particularly because the dust 
used for the tests was not typical of 
service, the analytical techniques were 
not sufficiently definitive, and the 
fluid used for the tests was not ade- 
quately defined and controlled 

The Defense Dept. set up a sub- 
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A filter-separator specification is 
particularly important because the 
cleanliness of the fuel is not a speci- 
fication of the fuel purchased. 

A consumer—a commercial airline 
for example—does not purchase a fuel 
with a determined contamination 
level. But it may specify to the sup 
plier that the fuel purchased should 
be delivered through equipment hay 
ing certain performance requirement 


The new specification will not ap- 
ply to filters for jet fuels only: It is 
intended to cover filtering equipment 
for every sort of liquid fuel. 

The test methods are definitive and 
relatively precise, Harris told Petro 
LEUM WEEK. The dust- and moistur< 
removal performance are clearly speci 
fied. By changing the flow rate and 
the performance severity, the same 
method can be applied to any liquid 


Correct Insulation 


Using exactly the right thickness of 
insulation on heat-carrying piping 
can save processors up to $2 per ft. 
of piping per year. 

This saving results not only from 
reduced heat k ilso from re 
luced size of pipes and equipment 
rom 30 to 60 


st in a_ processing 


ot construction 
plant go into 
thermal insulation of pipes that cart 


team r other hot liquids or gases 
w, there has been no 
htforward method for the 


optimum design of insulation 


Union Carbide Chemicals Co. and 
West Virginia University have devel- 
oped a new method for the rapid 
calculation of economic insulation 
thicknesses. 

Economic thickn f an insula 
tion is defined as the thickness that 
will save the greatest cost of energy, 
while paving for itself in the shortest 


per d of time 


Most piping that operates at very 
high temperatures is overinsulated, 
UCC found, while that operating at 
medium temperatures is usually un- 
derinsulated. 

Piping opera te 

700F comprises about 85 


mperatures uy 
of the 
industry; it generally 
| by 30 to 50%. Pip 
it temperatures above 
) regularly overinsulated, 
g to UCC 

c<ample, an 8-in. pipe 
it 450F should be covered with 
insulation. If it is covered with 
insulation instead, the loss may 


Carrying 


high as $1.40 per ft. per year, 
depending on its location, the ambient 
temperature, and the type 
m selected 
In refineri ind petrochemical 
predicted by the 
pplication of the new method may 
mount to 
ear, M. W. Burleson, vice-president 
if the National Insulation Manufac 
turers Assn., told PerroLeum WEEK 


of insula 


1] } } _ 
plants, the saving 


millions of dollars every 


Basic equations for the calculation 
of economic thickness of insulation 
were worked out as far back as 1926, 
but they were much too difficult to 
apply. 

lhe American Society of Mechani 
cal Engineers in 1926 published such 
equations, as W irked out by I B 
McMillan, an engineer in the employ 
of Johns-Manville Sales Corp 

But, according to Frank C. Comer 
ford, manager for engineering services 
of UCC, “applying these equations 
to obtain thicknesses for 
hundreds of pipes would definitely 


economic 
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ay Save Millions 


not be an economical use of skilled 
personnel. About 273,000 combina- 
tions would have to be worked out 
and presented. To accomplish this on 
our fastest electric calculators would 
take 500 man-years; and 1,052 pages 
would be required to present the in- 
formation.” 


The development of the electronic 
computer has made it possible to 
apply these equations for the prepa- 


What’s New 


A catalytic reforming unit and fa- 
cilities for catalytic hydrogen treat- 
ment of distillates will be built at 
Phillips Petroleum Co.'s Great Falls 
(Mont.) refinery this summer. They are 
part of an expansion program there 
that will also increase crude capacity 
and expand the water cooling system. 

The new construction will allow the 
refinery to meet the increasing de- 
mand for high-octane motor fuel and 
high-quality heating oils in that area, 
Phillips says. 

a 


Trimethylene glycol, derived from 
acrolein, may eventually replace or 
supplement other esterification prod- 
ucts in the making of unsaturated 
porate resins, according to Shell 
Yevelopment Co. 

Unsaturated polyesters are prepared 
by the reaction of a polyol, such as 
methylene, ethylene, or propylene gly 
col, or glycerine, on a dibasic acid 
such as maleic or phthalic anhydride, 
or isophtalic acid (PW—Feb.17’61, 
p34). The polyesters are then dissolved 
in styrene to make casting resins. 

At a recent meeting of the Ameri 
can Chemical Society, Shell reported 
that TMG speeds up reaction, and 
gives the resins better resistance to 
ultraviolet rays, better compression and 
impact strength, and higher dielectric 
properties. 

s 


Mobil Chemical Co. has purchased 
544 acres of land in the Sabine 
Neches area of Texas, one of the 
growing chemical centers in the 
United States. 

E. H. Peters, manager of southwest 
manufacturing for the petroleum 
chemicals division, says the property 
was bought under Mobil’s long-range 
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ration of the tables used in the new 
method. 

In June, 1959, UCC entered into a 
joint contract with West Virginia 
University Engineering Experiment 
Station. One year later, after 83 hours 
of computer time—an IBM 650 was 
used—a 182-page manual was com 
pleted. It has now been made avail- 
able to the National Insulation 
Manufacturers Assn. and to the in 
dustry. Thus, it will no longer be 
necessary to depend on inaccurate 
empirical formulas. 


IN PROCESSING 


program of land acquisition for possi 
ble future us¢ 


Southwestern Engineering Co. has 
been awarded a contract for a 5,000 
b/d fluid catalytic cracking unit at 
Murphy Corp.'s Superior (Wis.) re- 
finery. The contract also covers other 
improvements at the plant. The new 
facilities are slated to go on stream 
Dec. I. 

. 


Now that Celanese Corp. of Amer- 
ica has overcome dyeing and finish- 
ing problems connected with its ny- 
tril fiber, it will manufacture and mar- 
ket the fiber in Europe, in addition to 
its nytril operations in the United 
States. 

Celanese acquired world rights to 
the fiber over a year ago, and has been 
working to improve it since then. 

he company recently entered into 
a joint venture with a German com 
pany that will convert its acetic acid 
ind vinyl acetate into intermediates 
to be used as raw materials for nytril 
fiber. A jointly owned company will 
begin to manufacture the fiber at new 
facilities in Bavaria during 1962. 


A reduction in the price of anti- 
knock compound for aviation mix has 
been announced by the manufactur- 
ers, Ethyl Corp. and E. I. du Pont de 
Nemours & Co. 

The new price will be 62.54¢ per 
lb. of tetraethyl lead content, or 2.09¢ 
below the former price. On a liquid 
weight basis, the price will now be 
38.406¢ per Ib. 

Ethyl’s change was made effective 
Mar. 30, Du Pont’s Mar. 31. 








on stream 


another 


HOUDRY 
DEHYDRO PLANT 


Ravenna, Italy 


This new installation is the first 
dehydrogenation plant built in 
Italy. It has a design capacity of 
20,000 ton/yr of butadiene from 
butane. Houdry Dehydrogena- 
tion Catalyst is used in the 
reactors. 

The Houdry Dehydrogenation 
Process offers simplicity as well as 
versatility. Only one processing 
step is required to produce buta- 
diene from a normal butane feed. 
If desired, it can be quickly and 
easily adapted to production of 
butene and other mono- and 
diolefins from corresponding hy- 
drocarbon feed stocks. 

In addition to ANIC in Italy, 
there are eight other Houdry de- 
hydrogenation plants serving in- 
dustry in Japan, Germany, and 
the UV. S. Complete process 
description available on request. 


OUD RY 


PROCESS CORPORATION 


1528 Walnut Street, Philadelphia 2, Pa. 
“Houdry means Progress . . . through Catalysis 
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JOHN G. YEAGER is the new man- 
ager of the crude oil department of 
Humble Oil & Refining Co.’s Hum- 
ble Division, with offices in Houston. 
He succeeds J. C. Postgate, who 
has been appointed manager of the 
Midland area of Humble Oil's new 
Southwest region. Yeager, who 
joined Humble over 25 years ago, 
became superintendent of its eastern 
division, in New Orleans, in 1949, 
and was promoted to assistant di- 
vision superintendent there in 1955, 
a position he has continued to hold 
with the new Humble company up 
to the present time 


J. G. Yeager M. H. Dubrow 
M. H. DUBROW has been promoted 


to manager of production for Conti 
nental Oil Co., with offices in Hous 
ton. He was formerly assistant man- 
ager of Conoco’s production depart 
ment there. Dubrow joined Conoco 
in 1936, and became petroleum engi 
neer for Conoco’s southwestern re 
gion, at Ft. Worth, in 1943. He was 
promoted to chief petroleum engi 
neer at Ponca City, Okla., in 1947, 
and moved his offices to Houston in 
1950. He has been assistant manager 
of the production department since 
1959 


W. P. GRANT has been appointed 
marine superintendent in New York 
for Gulf Oil Corp. He was formerly 
marine district manager in Philadel 
phia 


DONALD R. NELSON has been ap- 
pointed manager of marketing of the 
Republic division of Plymouth Oil 
Co., Pittsburgh. He was formerly 
general manager of marketing for 
Leonard Refineries, Inc 


T. CROOKER has been appointed 
manager of the southern division for 
the producing department of Stand- 
ard Oil Co. of California-Western 
Operations, Inc., with headquarters 
in La Habra, Calif. He was formerly 
district superintendent at Anchorage, 
Alaska, for the department 


F. HENDRICKSON, Phillips 
Petroleum Co., Houston, has been 
elected chairman of the southern dis 
trict of API’s division of production 
He has served as program chairman 
for the district, which held its an 
nual meeting in Shreveport, La., 
last month. Leonard Leon, Halli 
burton Co., Houston, was elected 
southern district secretary-treasurer, 
and Jack Robbins, Skinner Corp., 
San Antonia, was elected chairman 
of its advisory committee 
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F. J. Stephens D. H. Barran 


D. H. BARRAN has been appointed 
to the board of Shell Transport & 
Trading Co., Ltd., and will becom« 
managing director of the Royal 
Dutch Shell group of companies, 
succeeding F. a STEPHENS, who 
becomes chairman of Shell Trans 
port & Trading. Stephens will suc 
ceed Lord Godber, who is retiring 
Barran has been president of Asiatic 
Petroleum Corp. and Shell Carib 
bean Petroleum Co., affiliates of 
group in New York, since 

H. Wilkinson, a former president of 

Asiatic and Shell Caribbean, who is 

a group managing director, has beet 

appointed a managing director 

Shell Transport & Trading 


E. J. KARLE has been elected vic: 
president of California Oil Co 
Eastern Division, Perth Ambo 
N. J., subsidiary of Standard Oi 
Co. of California. He succeeds C. E 
Allen, who is retiring. Karle, wl 
has been assigned to Caloil sir 
1949, is currently manager of the 
refining department at Perth An 
boy. He was an engineer for Cali 

fornia Standard at its Richmond 

(Calif.) refinery, before moving t 

the East Coast. As part of his 

signment, Karle will assume 
duties of general manager of 

oil's refining department, with 

quarters at Perth Amboy 


E, J. Karle D. G. Van Tilburg 
DONALD G. VAN TILBURG is th 


new manager of Socony Mobil Oi 
Co.’s process promotion department 
in New York. He succeeds James 
P. Shambaugh, who has joined Mo 
bil Petroleum Co., a Mobil operating 
division. The process promotion de 
partment licenses manufacturing 
processes developed by Mobil, and 
handles sales of catalysts manufac 

tured by the company. Van Tilburg 
was formerly manager of Mobil In 
ternational Oil Co.’s refinery at El 
Palito, Venezuela, where he super 
vised operations that put the refiner 

on stream in 1959 
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ad R. SMITH 1 the new production 
division manager for Cities Service 
Petroleum Co., Bartlesville, Okla., 
ceeding J. A. Cleverley, who is 
as vice-president and mana 
yrroduction. Smith has been 

ng as general superintendent of 
luction. J. P. Straight, formerly 
two assistant general produc 
superintet lents, will be the 

new general superintendent. Don 
Kastner is the other assistant super 
und J. C. McClure su 

ght. C. J. Russell su 

lure as chief petroleum 

duction division 


“heisen 


C. R. Smith 
W. L. THEISEN 
{uy l¢ I Lele 


. manager 
: Los 
ars, has 
Before 
had 


Mma 


and | 
( orp., 
ly presi 

tral Gas 

recently 

lor O:l Corp 

wn producing firm, 
Co. Joseph Avant 
( general operations 
James Barnett is its 
il officer. Avant and 


associated with W. H 


RICHARD W. FETZNER, research 
eologist, Sun Oil Co., Richardson, 

| Pre Ss! lent’s 

ssn. ol Pe 

at its annual 

h. Each 

award is given 

tne age oft 35 
AAPG Bulletin 

ar is considered 

nt contribution to 
Fetzner’s award- 
nnsylvanian Tee 

lo Plateau, ap 
August, 1960, Bulletin 


E. CHRISTENSEN has been 
ned assistant to the general man 


f domestic producing de- 

ent of Texaco In with offices 

Christensen, who has 

with Texaco since 1928, be 

ame assistant manager of the Den 

er division, domestic producing de 

partment, in 1953, and was most 

recently vice-president in charge of 

exploration for Texas-Zinc Mineral 
Corp., a Texaco affiliate 
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PETROLEUM WEEK’S 


A warmer-than-normal March brought total demand 
for the first quarter skidding 1|.1°/, under last year. De- 
mand for all oils during the first three months averaged 
10,682,000 b/d, down 118,000 b/d from the like period 
a year ago. Demand for distillates was off 3.0% —through 
February it had run 11.6% above the comparable period 
of 1960. Residual oil demand is still lagging, due to the 
slowdown in industry generally. Through the first quarter, 


a 


demand for resid ran 8.7% under a year ago. 


But gasoline demand set a record for any first quarter. 
MILLIONS OF b/d WEEKLY AVERAGES 
t JAN FEB MAR APR MAY JUN JUL AUG SEPT OCT NOV DEC 


TOTAL DEMAND 


Latest wk. 10.235 
Prev. wk. 10.807 
Year ago 10.610 


DISTILLATE 
DEMAND 
| NCL KEROSEN 


j 
1960 \/ Lotest wk. 2.276 
Prev. wk. 2.763 
Year ago §=—-_- 2.750 
bray 


CRUDE RUNS 


a i / TO STILLS 
1960 /\ , 
| { Vv" Latest wk. 7.855 


Prev. wk. 7.897 
Year ago 8=—-:(7.916 











CRUDE 
PRODUCTION 


Latest wk. 7.351 
Prev. wk. 7.366 
Year ago =—_:'(7.151 














TOTAL IMPORTS 


Latest wk. 2.147 
Prev. wk. 2.213 
Year ago =—-:11.939 


CRUDE IMPORTS 


Latest wk. 
Prev. wk. 
Year ago 


IN FEB MAK APR MAY, JUN. JUL, AUG, SEPT “OCT WOW, DE hie: 
til 
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Fingertip Figures 


Demand for motor fuel averaged 3,836,000 b/d, an increase 
of 1.5% over a year earlier. 

March gasoline demand, at 3,988,000 b/d, also was the 
highest for any March. 

Gasoline stocks at the end of the month totaled 226.4- 
million bbl., 3.7-million bbl. above last year. Inventories 
during the first quarter increased 31.6-million bbl., com- 
pared with a 33.7-million bbl. rise over the same period 
a year ago. 

All figures below are for the week ended Mar. 31 unless 
otherwise noted. 


MILLIONS OF bbi 
JAN FEB MAR APR MAY JUN JUL AUG SEPT OCT NOV DEC | 


CRUDE STOCKS 


Wk. ended 

3/25 238.6 
Prev. wk. 235.0 
Year ago =—-_- 257.6 


GASOLINE 
STOCKS 


Latest wk. 226.4 
Prev. wk. 226.7 
Year ago =: 225.6 





DISTILLATE 
STOCKS 


Latest wk. 115.7 
Prev. wk. 116.2 
Year ago 92.7 


RESIDUAL 
STOCKS 





ROTARY RIGS 
RUNNING 


Week of 

4/3 1.715 
Prev. wk. 1.747 
Year ago §=—-: 1.888 


Data: Hughes Tool Co 


JAN FEB MAR APR MAY JUN . JUL AUG, SEPT OCT NOV. DEC ez 
1 tt tiitl til 
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Oil Well Supply Division, U.S. Steel Corp., 
will curtail operations later this year at two 
plants in western Pennsylvania. The move re- 
flects a decision to consolidate pump fabrication 
operations at its Garland (Tex.) plant. The 
plants affected are the Wilson-Snyder Works, 
at Braddock, and the Imperial Works, at Oil 
City. 


Douglas Oil Co., Los Angeles, has exercised 
its option to buy a 400-acre tract near Pittsburg, 
Calif. The price is reportedly around $1-million. 
The site is near major refineries of Standard Oil 
Co. of California, Union Oil Co. of California, 
Shell Oil Co., and Tidewater Oil Co. Continental 
Oil Co. is currently negotiating to buy Douglas. 


Dayco Corp. is selling its tire division to 
Firestone Tire & Rubber Co. Dayco says the 
sale in no way affects its substantial holdings in 
Copolymer Rubber & Chemical Corp., Baton 
Rouge, La. Dayco’s Dayton (Ohio) plant is de- 
voted almost exclusively to tire production. The 
tire division represents some 30% of Dayco’s 
total sales volume. One of Dayco’s subsidiaries 
makes specialized hose for the oil and chemical 
industries. 

t 


International Harvester Co. is making steel 
safety fuel tanks for use on its heavy-duty 
trucks. Production is under way at the com- 
pany’s Fort Wayne (Ind.) truck plant on four 
models of single tanks for either gasoline or 
diesel fuel. 

° 


Gate City Steel Co., Omaha, will distribute 
wire rope and wire rope slings for the wire rope 
division of Jones & Laughlin Steel Corp. in 
Iowa, Nebraska, North Dakota, South Dakota, 
Montana, Colorado, and Kansas. 


2 
Expansions 


Kerr-McGee Oil Industries, Inc., took an- 
other step last week to broaden its uranium 
business. Through its subsidiary, Kermac Nu- 
clear Fuels Corp., the company acquired all the 
capital stock of Lakeview Mining Co. and Gun- 
nison Mining Co. in a stock exchange deal. Both 


Developments 


companies are engaged in the milling of urani- 
um-bearing ores into uranium oxide under con- 
tracts with the Atomic Energy Commission. 
Lakeview owns a small solvent extraction 
process uranium mill in Lakeview, Ore., and 
Gunnison owns a similar mill at Gunnison, Colo. 


Cantex Corp. has been set up by Barnwell 
Offshore, Inc., to specialize in a lost-circulation 
material to be used in mud systems. The new 
wholly owned subsidiary will have R. J. Rob- 
bins as president and Charles H. Dresser, Jr., 
as executive vice-president. R. S. Barnwell, Jr., 


is chairman. 
_ 


Radiochemicals will be manufactured by 
ChemTrac Corp., a new jointly owned subsidiary 
of Baird-Atomic Inc., and Controls for Radia- 
tion, Inc., two Cambridge (Mass.) firms. The 
company, under the technical direction of John 
C. Leak, will manufacture a complete line of 
radioactive tracer chemicals used in industrial 
and engineering research. 


Monsanto Chemical Co. moved closer to self- 
sufficiency in petroleum-based chemical raw 
materials last week. The company announced 
plans to manufacture a variety of oxo-alcohols 
in a plant to be built at its new Chocolate 
Bayou (Tex.) chemical complex. Oxo-alcohols 
are the chief ingredients in the manufacture 
of phthalate, phosphate, and adipate plasticiz- 
ers and functional fluids. 


A computer application division has been set 
up by Internuclear Corp., Clayton, Mo., a sub- 
sidiary of Petrolite Corp. The division will 
serve the oil, chemical, feed, fertilizer, and 
other industries. 


Overseas 


M. W. Kellogg Co. will build petrochemical 
facilities at Barra a Barra, near Lisbon, Port- 
ugal, for Uniao Fabril do Azoto. Facilities in- 
clude a 180-metric-ton-a-day ammonia plant, a 
40,500-ton-a-year urea plant, and nitric acid, 
ammonium nitrate, and nitro-limestone plants. 
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Indiana Standard Is Putting the 
Pieces Together With a Unified Plan 


Standard Oil Co. (Ind.) may soon 
be ready to embark on a wide-scale 
application of its “principle of selec- 
tivity"—the so-called superstation 
plan. 

Under this plan, Standard has en 
deavored to retain market share and 
brand acceptance in certain test cities, 
while cutting down to a small num- 
ber of carefully located service stations. 

Earlier this year, Standard told 
PerroteuM Week that the super 
station experiment was a complete 
success (PW—Feb.10°61p42). 

The most impressive phase of this 
experiment is being conducted at 
Vincennes, Ind., where one station is 
said to dispense as much gasoline as 
nine stations in the town had done in 
the past. Other tests, also successful, 
were carried out in Fairfield, lowa, and 
Mattoon, Til. 


In about a month, Indiana Stand- 
ard will introduce the superstation 
concept to its regional staff. 

This does not mean, however, that 
all regions are immediately going to 
reduce drastically the number of their 
stations, and replace them with elabo- 
rate new ones. 

Before this can be done, Standard 
must carry out a program of orienta- 
tion. 


First step in the superstation ex- 
pansion plan is to acquaint the com- 
pany's regional executives with the 
lessons learned in the test cities. 
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It is doubtful that the research 
team, which will explain the super- 
station philosophy to the regional 
staff, will preach full acceptance of 
the selective-location theory, at least 
to the extent that it was carried out 
in Vincennes. 

[he company hinted very strongly 
last week that it had perhaps gone 
too far at Vincennes, even though 
total gallonage is the same now as it 
was before closing eight stations. 

As a result, future applications of 
the selectivity principle will probably 
follow closely the pattern set at Mat 
toon, where two stations have taken 
the place of five. 

Indiana Standard may open another 
station in Vincennes. 

The company did not rule out the 
possibility of its unveiling a supersta 
tion in a large city—to impress upon 
the regional staff the full potency of 
superstations. 


Besides the selectivity principle, 
Indiana Standard will review other 
aspects of its market tests—including 
some that were less successful. 

The regional staff will learn, for 
example, that the practice of conduct 
ing “weekend specials’ is not espe 
cially rewarding. 

At Vincennes, such “specials” have 
included the selling of Christmas tree 
lights at cost. This and other similar 
efforts proved to have only transitory 
value. 

“Weekend specials pull customers,” 


a Standard executive concedes. “but 
these customers won’t come back un 
till you have another weekend special.” 

Another disappointing merchandis 
ing experiment was the widespread 
dissemination of credit cards within 
test markets. This effort, too, lacked 
long-term value. 

“Just giving a man a credit card 
won't make a customer out of him,” 
a Standard official remarked last week. 

This reaction should not, however, 
be taken as evidence that Standard is 
wholly dissatisfied with credit-card 
promotion schemes. 

On the contrary, it is apparently 
quite pleased with its “Tell-a-Friend” 
program, in which 8,221 employees, 
acting as a mass solicitation commit 
tee, last year enlisted 48,000 new 
credit-card customers. 

Standard is also enhancing the 
value of its credit card by extending 
its travel insurance plan to motorists 
outside the Midwest. This plan per 
mits a motorist to subscribe to acci 
dent insurance through his monthly 
credit invoice. 


Before Standard actually attempts 
to transplant its superstation concept 
into markets outside the Midwest, it 
intends to examine the factors that 
contribute to brand acceptance in 
communities where it has a compara- 
tively small market share. 

This is a logical step for the com- 
pany to take—in view of the recently 
completed reorganization of its mar- 
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keting operations under American Oil 
Co. 

This reorganization brought ' to 
gether three dissimilar marketing or 
ganizations—those of Utah Oil Re- 
fining Co. and American Oil Co. and 
Standard’s own marketing operation. 

Striking contrasts exist between the 
company’s dominant strength in the 
Midwest and its sparse representation 
in parts of the East, for example. 


The superstation approach may 
eventually serve as a means by 
which Standard can fill some of the 
gaps in its nationwide marketing 
area. 

The company plans to analyze this 
possibility by going into markets 
where it controls only 2% to 3% of 
the total gallonage (compared to the 
20% it enjoys in parts of the Mid 
west), and conducting market research 
tests. 

For the first of these tests, “We'll 
probably go down East somewhere,” a 
Standard executive told Perroteum 
WEEK. 

If these tests are successful, the 
superstation may well dominate the 
company’s expansion strategy through 
out the next few years. 


Thus, instead of attempting to in- 
crease market share with great 
spurts of expansion (through the ac- 
quisition of retiring jobbers, for ex- 
ample) Standard may rely heavily on 
its own newly built, well-placed out- 
lets. 

Such a strategy would call for care- 
ful analysis of market trends and 
shifting geographical patterns, so that 
the company will be able to pinpoint 
locations that will serve major traffic 
flows. 

It is not surprising, therefore, that 
last year Indiana Standard conducted 
a far-reaching market study on which 
it will base its strategic network of 
outlets. 

An essential phase of this study 
was centered on the federal interstate 
highway program. This investigation 
has already seemed to have an impact 
on the company’s expansion tactics. 

Standard erected scores of outlets 
along the interstate system in 45 
states last year, or bought thousands 
of dollars of real estate at key high 
way locations for future stations. 

How these stations will be oper- 
ated raises an interesting question. 
This year, Standard inaugurated an 
entirely new system of station man 
agement (for itself, at least). 

Under this system, a dealer is con- 
verted to salaried-manager status and 
is later permitted to work exclusively 
on commission. Currently this plan is 
under test at Vincennes, where the 
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company’s superstation may well pro 
vide the prototype in_ operating 
methods for the future. 


On May 23, the marketing execu- 
tives of the newly expanded Ameri- 
can Oil Co. will introduce their first 
nationwide promotion campaign. 

This campaign will serve to an 
nounce publicly the marketing reor 
ganization, which has gone largely un 
noticed by the motoring public. 

Some of the themes that have 
sparked Standard’s Midwest promo 
tions will be extended to the other 
regions. One of these will be the com 
pany’s “More Miles Per Gallon” cam 
paign, in which a new carburetor ad 
ditive, MePG, is promoted. M2PG 
means twice as much mileage per gal 
lon. 


American Oil has already set out 
to unify its gasoline brand names. 

Last year, it announced that 
American Superpremium and Ameri 
can Regular will identify its fuels in 
the West and in the former Standard 
Oil market of the Midwest (PW 
Jul.22’60,p44). 

In the East, American Oil is call 
ing its top grade American Regular. 

This regional shift in terminology 
calls attention to a fundamental ob 


What’s New 


The Washington state legislature 
has added another |¢ to its gasoline 
tax—pushing it to 7!/2¢. 

Together with the 4¢ federal tax, 
Washington motorists face a total levy 
of 11%¢ a gal. 

This is the highest state-federal 
gasoline tax in continental U.S. 

An organization called Overtaxed, 
Inc., has already announced that it 
plans to file a referendum against the 
increase—providing it obtains enough 
signatures. 

e 


Octane ratings of gasoline on sale 
at service stations held again in 
March at an average 99.3-octane 
for premium and 92.6-octane for 
regular. 

Premium has remained unchanged 
since last August, and regular has 
changed only once (a two-month drop 
to 92.5-octane last fall). 

Ethyl Corp.’s monthly survey shows 
that octane ratings have shown very 
little change over the past year. Com 
pared to March, 1960, premium has 


stacle that stands in the way of com 
plete brand unification. 

Not only are many of the Ameri 
can Oil stations in the East sub 
standard by comparison with the Mid 
west, but they rely entirely on a dif 
ferent brand image 

This image is built 
leaded premium gasoline. 

Whether or not American Oil will 
sacrifice this drawing card’in the in 
terests of unity seems doubtful. But 
one thing is clear. The company has 
taken steps to bring the octane qual 
ity of gasoline in the East and the 
West closer into line with the prod 
ucts it inherited from its parent in the 
Midwest 

In this way, American’s new torch 
and emblem symbol will represent a 


iround non 


more nearly uniform quality of gaso 
line than was possible in the past. 

Of course, the unifying process 
called for changes in the Midwest, 
too. The company is discarding the 
idorn its pumps there, 
and is also modifying its station de 
sign 

The results have been a cleaner 
line design, with lube bay 


crowns that 


doors 
shitted to the rear, and a new pump 
that dispenses both premium and reg 
ular gasoline from the same hose 
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declined slightly from 99.5-octane, 


while regular has moved up from 


)2.4-octane 


Lion Oil Co. has appointed Mar- 
shall Oil Co., Marshall, Tex., as a 
jobber for its products in Harrison 
County. 

his is the second announcement 
by Lion of a new jobber in East Texas 
this year. The first was in Paris 

M irsh il] 
ind expect 
future 


serves about ten stations, 
to add more in the near 


Montana motorists may be buying 
substandard petroleum products, E. 
C. Wren, the state's agriculture com- 
missioner, has charged. 

Wren is about to establish quality 
standards for all petroleum products 
sold in the state, an assignment given 
to him by the 1961 legislature. 

Wren is setting up a testing labo 
ratory, and says he will make periodic 
inspections of all stations in Montana. 
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‘Lmis 18.0 





MARKETING: 90 years of marketing experience bring to this station 
the most advanced petroleum products, complete dealer training, modern 
facilities and equipment, sound financial counseling—all for one purpose 
and one purpose only— profitable retail marketing. 


THE ATLANTIC REFINING COMER ITE 


Producer, refiner and marketer of quality petroleum produ< 
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R. Hortenstine, Jr. R. C. Rieder 


RALEIGH HORTENSTINE, JR. 


president 


has been promoted to vic¢ 

and assistant to the president 
Continental-Emsco Co., with offies 
at its Dallas headquarters, and R. C 


RIEDER has joined the company 


as vice-president in charge of mar 
acturing and engineering, in Dall 
Hortenstine has been vice-presid 
in charge of Gulf Coast operatior 
for C-E, at Houston, since 1954. H 
joined C-E in 1934. Rieder wa 
formerly vice-president, a director 
and works manager for Baker Perk 
ins, Inc., Saginaw, Mich., 
turer of chemical mixers an¢ 
essing machinery 


KENNETH FINLAYSON 
joined Scientific 
York, as vice-president, sales. H 
will be in charge of the company 
sales department, and will aid 
enlarging the scope of its activ 
Finlayson was most recently caster 
representative of the | 
velopment group serving all 
sions of Bechtel Corp., and 
vice-president of Bechtel Int 
tional Corp. He has also beet 
sociated with Stone & Webster 
gineering Corp., E 3. Bad 
Son, Girdler Corp., 


and M. W 


yusines 


K ellog 


ROBERT CLAY, sales 
for pipeline coatings of the 1 
tive coatings division of Pitt 
Chemical Co. in western Pennsy 
vania, Ohio, West Virginia, 
Kentucky, will serve an additior 
area, including the states of I: 
ana and Michigan. He will 
to have headquarters in Col 
Ohio 


E. THEODORE BECK mov: 
sales manager for Votator « 
ous processing equipment for 
Girdler Process Equipment Divisio: 
of Chemetron Corp., in Louisvill 
Ky. Beck has been sales mana 
for the division’s overseas operatiot 
since 1958, and before that wa 
eastern district sales manager f 
Votator equipment 


L. PEARCE has been 

sales engineer for Otis 
Control, Inc., Calgary, the Canadi 
division of Otis Engineering Corp 
Dallas. He was formerly locat: 
Victoria, Tex., as a gas lift eng 

for Otis. He will continue in 
capacity, in addition to his 
sales responsibilities, in 
nadian assignment. 


Design - Co New 


his new Ca 
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J. R. Ghublikian R. G. Hargrove 
ape R. GHUBL IKIAN las been 


nanager of the process engi 

ring section, and ROBERT G 
HARGROVE ; inager of the proj 
t engineer : tor f Badger 
l Ghub 


or the ac 


development 

Bow: A. Rand- 

gn depart 

W. ‘F. Wilkinson. iF 
. Hargrove will 
vities O le proj 


; engineer 
the 


iger ol 
Mobil 


refinery 


SYSTEMS, INC., 

| ot he | tna 1 
Corp., has 

ting division 

| existed as 

w groups and 

Louis M. Ball- 
ard, instrumet di ' Bernard 
Diener, com; t development divi 
William Wagenseil, instructior 

Dr. Robert E. Fagen, infor 
ences division; M. Donald 
tror ystems di 
John Ww Bozeman, command 
| Arthur W 


Vance, ircl al ratories divi 


AMERICAN 


ror 


nt ; 
I { al 


GUSTAVE F. WUNDER 


ngineer 
Britain 


ROBERT E Ro papeens:> so JR. has 
Corp., which recently 
ition tor 


irketing of electric 


PETROLEUM WEEK APRIL 7, 1961 





resistance weld API line pipe, with Rickard, Gebhardt & Reed, Inc, 
headquarters in SBaced 29 Ala. has been appointed product publicity SEARCHLIGHT 
Johnston has been assistant sales counsel for Enjay Chemical Co., hy Jeg gle) 
manager of a pipe manufacturer in New York, a division of Humble | lgtsilied Advertising 
Louisiana for the past several years Oil & Refining Co Si ealency wine 
Fox Steel Pipe is a subsidiary of EQUIPMENT ene 0 [a 
Joseph H. Fox & Co.; it has sales JOHN LUBKE has been appointed OPPORTUNITIES 
offices in Birmingham, Baton Rouge, production superintendent at Odessa 
La., and Jacksonville and Pompano for the Pipe Inspectors Division of 
Beach, Fla Plastic \pplicators, Inc. Lubke EQUIPMENT & BUSINESS OPPOR- 
joined Pipe Inspectors in 1960 when | TUNITY advertising $16.75 per inch 
JAMES E. GRADY moves up to di Plastic Applicators purchased Trip | || pypLoYMENT OPPORTUNITIES 
vision manager at Tulsa for Welex, Check, Inc., in which he was a $23.00 per inch, subject to Agency 
a division of Halliburton Co., and partner. He has also been associ Commission. 
George Harcourt succeeds him as ated with Tuboscope Co., and Sperry UNDISPLAYED RATE 
Welex’s area sales manager in Dal- Western Co (Not available for equipment 
las. Harcourt was formerly a sales advertising) 
engineer for Welex in Houston : ‘ $1.80 a line, minimum 3 lines. 
: POSITIONS WANTED undisplayed 
LEROY BIDWELL, JR., has joined rate is one-half of above rate, pay 
Southwest Industries, Inc., Houston, able in advance 
as manager and senior sales engi 
neer for its New Orleans branch Discount of 10% if full payment is 
office. He will coordinate sales and 4 made in advance for 4 consecutive 
service of the company’s line of asceseiabeestices 
precision engineered equipment for 
the petroleum and chemical indus BUSINESS OPPORTUNITIES 
— = the Louisiana Gulf Coast 3 Calif. Lease Blocks—35,000A. Govt. Cen.- 
area. Bidwell was most recently a *: » tral Calif 8,000A. West San Joaquin 
sales engineer in Louisiana for Otis ; Valle 1100A. Newhall, offset production 
Engineering Corp., and before that yy” H. F. Dunaway ye ory Re are Harrison, Fresno 
was associated with Diversa, In —— : ——— 
and Sohio Petroleum Co. H. F. DUNAWAY is the new store 
manager at Big Spring, Tex., for the OPPORTUNITIES 
National Supply Division of Armco 
Steel Corp., succeeding Oran D. 
Nash, who becomes store manager 
at Abilene, Tex. Dunaway was for 
merly field salesman for National 
Supply at Snyder, Tex. Herbert 


DISPLAYED RATE 





Box Numbers—-Count as one lin 











Business; personal or personnel; 
financial; equipment; etc., may 
be offered or located through 
the classified advertising section 


Abilene, has been transferred to 


Wichita Falls, Tex 


e 
Seigler, formerly store manager at | @ of PETROLEUM WEEK. 
o 














L. Bidwell, Jr. A. H. Stephens Not a New Issue 
ARNOLD H. STEPHENS has re 


joined Grove Valve & Regulator Co 
as Southern California district man 
ager for sales of valves and regu 
lators, with headquarters at the 59 640 Shares 
company’s Los Angeles sales office ? 
He has been consultant in the ap 
plication of pneumatic controls, and ° 
supervisor of the propulsion and E O '@) l ( 

launching laboratories for Hughes as nh 1 om an 
\ircraft Co., since leaving Grove a 
few years ago 


Common Stock 
JIM MILSTED has been appointed 


sales engineer for the oil tools de ($1 Par Value) 
partment of Avondale Shipyards, 
Inc., at its Harvey Quick Repair 
Yard, in New Orleans. His new 
position will also take him to Hou 
ma, Leesville, Morgan City, and 
Venice, La. Milsted has been a sales All of these shares having been sold, this advertisement 
and service engineer for Cameron appears as a matter of record only. 


Iron Works, Inc 


CLYDE LACKEY will be export 
sales manager of Cabot Corp.'s new 
export sales division, in its machin 
ery division, with headquarters at 
Houston. He was formerly sales 
manager for Cabot at Pampa, Tex LEHMAN BROTHERS 
For the last several months, Lackey 
has been establishing new dealer 
ships for Cabot products in South 
America, Mexico, and Europe. 























BURSON-MARSTELLER ASSOCI- 5. Stored 0, 2008. 
ATES, an affiliate of Marsteller, —__—_—__— = 

















PETROLEUM WEEK APRIL 7, 1961 SERVICE & EQuIPMENT / 59 





AS THE EDITORS SEE IT 








Place the Blame Where It Belongs 


_ USUAL SPRING WITCH HUNT IS ON. Observers of the deteriorating 


statistical position of the petroleum industry are searching tor the 
villain that brought on the present sad state of economic attairs 

Che frequent comment heard now is: If the Texas Railroad Com 
mission hadn't granted a ten-day producing schedule in March and a 
nine-day schedule in April, the supply-demand situation would have 
been in better balance. That's like saying that the teacher ts at fault 
when Johnny comes home with a poor report card 

If anyone is to be burned at the stake to pay for the industry's sins 
it’s the industry itself. Or, at least, the industry managers who insisted 
on grinding up every barrel of crude they could lay their hands on 

Not all of the purchasers of ‘Texas crude wanted ten days for March 
and nine for April. But at the mid-February statewide hearing, foun 
of the largest buyers presented a strong case for a ten-day producing 
pattern. One of them said it would need an 11-day schedule 

\t that ume, William J. Murray, Jr., chairman of the Railroad Com 
mission, commented that the ten-day pattern for March “is dangerously 
high and will have to be carefully watched in the futur \ month 


later, five large companies led the move tor a nine-day schedule for 


April. Again, one of them said it could use the production from 


day pattern 


ACK AT THE REFINERIES, crude has been going through the stills at 
B a record pace. Runs in February, averaging 8,413,000 b/d. wer 
the highest for any month in the industry's history. And January runs 
were the second-highest. By mid-March, the refiners were finally con 
vinced that inventories were beginning to back up, so they announced 
cutbacks—and, in fact, made cutbacks—in runs 

Che reductions in throughput came about a month too late. how 
ever, to prevent breaks in product prices. The hardest blow—and on 
the industry will have a tough time overcoming—was the reduction in 
gasoline prices in the Gulf Coast spot market 


HE CUTBACKS in refinery operations brought total runs by the end 
TT. March down to what many in the industry consider a reasonabl 
level. Some are optimistic enough to predict that if runs can be held 
below 7.9-million b/d at least until late summer, then the industry may 
be able to solve its own problems. 

But the odds on that prediction are mighty long 
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what makes an acid treatment profitable? 


In Oklahoma, a Dowell-engineered 
acid treatment gave the desired 
production increase, yet cost 
$1350 less than treatments used 
on other wells in the same field. 


In Utah, Dowell-engineered aci- 
dizing boosted well production 
from 34 to 450 bopd in a field 
where other acid treatments had 
broken through to water. 


In South Texas, a Dowell-engi- 
neered acid treatment opened up 
a salt water disposal well where 
earlier treatments had failed. 
What single difference made 
these treatments more successful 
than earlier efforts? 

The one difference that 
towered above all others is engi- 
neering. Dowell designed each 
treatment to fit well conditions 
and the operator’s needs. The re- 
sult was extra profit. 


Dowell is well-qualified in the 
kind of engineered treatment de- 
sign that results in excellent profit 
increases. 

Dowell developed the Acid 
Guide a new method for de- 
signing treatments and predicting 
probable results. Several thous- 
and successful acid jobs have 
been designed with the help of 
the Acid Guide within the past 
two years. 

Dowell has an unsurpassed 
fund of data on formation and 
fluid 


fields. 


characteristics from many 
rhis information is neces- 
sary for scientific treatment plan- 
ning but it is often not available 
from individual operators. 
Dowell has a large variety of 
acid additives as well as collateral 
products and services to improve 
results from acid treatments. 


To summarize, Dowell has the 


experience, the information, the 
acid additives, the collateral 
products and services, the 
technically-trained personnel and 
the laboratory facilities to design 
engineered acid treatments. Re- 
sults have been high success 
ratios and satisfactory payouts on 
investments. 

There is a difference in acidiz- 
ing services. Dowell services and 
products are offered from more 
than 150 offices and stations in 
the United States, Canada, Vene- 
zuela, Argentina, Germany, 
France and the Sahara area. 
Dowell, Tulsa 1, Oklahoma. 
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ANNOUNCING 
A NEW REFINERY 
FOR AUSTRALIA 





Engineering, Procurement, Construction 
Assigned by Stanvac to Kellogg 





Standard-Vacuum Oil Company release, February 21, 1961* 


WHITE PLAINS, N.Y.—The contract for 
Standard-Vacuum Oil Company’s second refinery 
in Australia—a 37,800 barrels-a-day fuel products 
and solvents plant to be built near Adelaide, South 
Australia—has been awarded to The M.W. Kellogg 
Company. The award was announced yesterday in 
Adelaide by Sir Thomas Playford, Premier of South 
Australia, on behalf of Stanvac’s affiliate, Standard- 
Vacuum Refining Company (Australia) Pty. Ltd. 

The refinery will be constructed on a 594-acre 
site at Port Noarlunga, 14 miles south of the South 
Australian capital city. Ground will be broken in 
mid-year, and start-up is scheduled for January 1963. 

The new plant will raise Stanvac’s crude process- 
ing capacity in Australia to approximately 80,000 
barrels a day. 

Plans call for the use of Persian Gulf crude oil for 
the production of gasoline, diesel fuels, illuminating 





kerosene, liquefied petroleum gas, sulfur, asphalt, 
and solvents—all for the Australian market. 

Kellogg’s contract covers engineering, requisi- 
tioning, and procurement, as well as construction 
of all process and mechanical equipment, tankage, 
buildings, and utilities. Major process units will be 
a crude splitter, vacuum pipestill, hydro-desulfur- 
izer, catalytic reformer and sulfur recovery plant. 
Tankage will be installed for nearly 2.5 million bar- 
rels of crude oil and products. 

Maximum use during the construction period 
will be made of Australian labor, sub-contractors, 
and suppliers. 

Stanvac’s entry into petroleum refining in Aus- 
tralia was in 1948, when it built a small lubricating 
oil plant. This was expanded in 1953 for the pro- 
duction of fuel products. It currently has a through- 


put capacity of 42,000 barrels a day. 





THE M. W. KELLOGG COMPANY 


711 Third Avenue, New York 17, N.Y. - A Subsidiary of Pullman Incorporated 


Office of other Kel ogg companies are in Toronto, London, Paris, Rio de Janeiro, ¢ 
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e this date, The M. W. Kellogg Company in New York, and its subsidiary cor 
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